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[No. 191

FULL COMMITTEE CONSIDERATION OF H.R. 7811, H.R. 7812, AND
H.R. 7813

TIousk or REPRESENTATIVES,
CoMMTTIER ON ARMED SERVICES,
Washington, D.C., Wednesday, July 7, 1965,

The committee met at 10:17 a.m., in room 2118, Rayburn Building,
IIon. L. Mendel Rivers, chairman, presiding.

The Ciramman. Members of the committee, the first thing we are
going to take up this morning is three ship loan bills, ILR. 7811,
which would authorize the sale or loan of 12 vessels to South Ameri-
can countries; ILR. 7812, which would authorize the loan onl of
three vessels to Ltaly and Spain; and ILR. 7813, which would au-
thorize the loan only of six vessels to Turkey and the Far Tlast.

{The bills referred to are as follows:)

[IL.R. 7811, 89th Ceng., 1st sess.]

A BILL To authorize the sale or loan of naval vessely to friendly Latin Ameriean countries,
and for other purposes

Be it enocted by the Semate and Iouse of Representetives of the United
States of America in Congress essemblcd, That notwithstanding scetion 7307
of title 10, United States Code, or any other law, the President may sell or
lend, at his diserction, to friendly foreign nations of Latin America from the
reserve flect, on such terms and conditions as he deems appropriate, destroyers
and submarines as follows:

{1) Argentina, three destroyers, (2) Brazil, four destroyers, (8) Chile,
two deéstroyers, (4) Deru, two destroyers, (5) Venezucla, one submarine.

fme. 2. All cxpenses involved in the activation, rehabilitation, and outfitting
(including repairs, alterations, and, logistic support) of vessels transferred
under this Act shall be charged to fands provided by the reciplent government
under the reimbursable provisions of the Foreign Assistance Act of 1901, as
amended, or successor legislation.

&R0, 3. Notwithstanding scctions 7804 and 7305 of title 10, United States Code,
should the President determine that the vessel or vessels ghall be sold to the
recipient government, said vessel or vessels shall be stricken from the Naval
Vessel Register. The vesgel or vessels shall be sold at not less than $1,000,000
cach over and above any cost of activation, overhaul, or modification. All sales
will he made pursuant to the Foreign Assistance Act of 1961, as amended,
or successor legislation,

Sme, 4. All loans cxecnted under this Act shall be for periods not exceeding
five years, but the President may in his discrefion extend such loans for ar
additional period of not more than flve years. They shall be made on the
condition that they may be terminated at an earlier date if necessitated by the
dcfense requirements of the United States.

Sgre. 5. No sale or loan may be made under this Act unless the Sceretary of
Detense, after consultation with the Joint Chiefs of Staff, determines that such
sale or loan is in the bost interests of the United States. The Sceretary of
Defcnsé ghall keep the Congress currently advised of ail sales or logng made
under authority of this Act.

Que. 6. The President may promulgate sueh rules and regulations as he
deems necessary to carry out the provisions of this Act.

Sgo. 7. The authorily of the President to sell or lend maval vessels under
thig Act terminates on December 31, 1967,
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[HL.IR, 7812, 89tk Cong., 1si sess.]

A BILL To authorize the loan of naval vessols to friendly foreign conntries, and For other
PUITORCS

Be it chacted by the Sewate and Tlowse of Representatives of the United
States of Amerien in Congress assembled, That, notwithstanding section 7307 of
title 10, United States Code, or any othet law, the Dresident may lend to
friendly foreign nations, on such terms aud conditions ns he deems appropriate,
ships from the reserve flect as follows :

(1) Ttaly, two subniarines, and (2) Spain, one helicopter earrier.

8rc. 2. All expenses involved in the activation, rchabilitation, and outfitting
(including repairs, alterations, and logistic support) of vessels transferreod
under this Aet shall be charged to funds provided by the recipient government
under the reimbursable provigions of the Forcign Assistance Act of 1961, as
amended, or successor legislation.

8Ec. 3. All loans exccoted under this Act shall be for periods not excecding
five years, but the D-esident may in his discretion oxtend such loans for an
additional period of not more than five years, They shall be made on the
condition that they may be terminated af. an earlier date if necessitated by the
defense requirements of the United States.

Sec. 4. No loan may be made under this Act unless the Seerctary of Deofenge,
after consultation with the Joint Chiéfs of Staff, determines that such loan is in
the best interest of th: United States. The Seerciary of Defense shall keep the
Congress currently adwizged of all loans made under anthority of this Aet.

SEc. 5, The President may promulgate such rules and regulatiens as he
decns necessary to earry out the provisions of this Act,

SEec. 6. The authority of the President to lend naval vessels under thiz Aot
terttinates on December 31, 1967,

[H.R, 7813, 80th Coung., 1st sess.]
A BILL To anthorize the loan of naval vessels to friendly foreign eountries

Be it enacted by the Senate and Jouse of Representetives of the United
States of America in Congress assembled, That notwithstanding section 7307
of title 10, United States Code, or any other law, the Dresident may lend to
triendly foreign nations, on such terms and conditions as he deems appropriate,
ships from the reserve fleet as follows :

(1) China, one destroyer and two destroyer oscorts, (2) Turkey, two
destroyers, and (3) the Philippines, one destroyer escort.

SEC. 2. Al expenses involved in the aetivation, rehabllitation, and ontfitting
(including repairs, alterations, and logistic support) of vessels transferred
under this Act, shall 2¢ charged to funds programed for the recipient govern-
ment as grant military assistance, or as reimbursable, mmler the provisions of
the Toreign Assistanc: Aet of 1901, as amended, or successor legislation.

8eo. 3. Lonns cxecuted under this Act shall be for perlods not exceeding
five years, but the Président may in his discretion extend such loans for an
additional period of not more than five years. All loans shall be made on the
condition that they may be terminated at an earlier date if necessitated by
the defense requiremer ts of the United States.

Src. 4. No loan may be made under this Aet unless the Secretary of Defense,
after consultation with the Joint Chiefs of Stalf determines that such loan is in
the best interest of the United States. The Scerctary of Defense shall keep
the Congress currently advised of all extensions or loans made under au-
thority of this Act.

Hro. 5. The Pregident thay promulgate smeh cules and regulations as he
deems necessary to earcy out the provisions of this Act.

8wo. 6. The authority of the President to lend naval vessels under this Aect
terminates on December 31, 1967,

The Crammman. Last year, we held hearings on and reported H.R.
11085 which authorized the exteusion of the Joan of vessels to a
number of foreign nations, but the last law authorizing new vessel
loans was back in 1961,
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In view of the long period of time since our consideration of a
ship Ioan bill and also because of the Jarge number of new members
on the committec who have never participated in the consideration of
a bhill of this kind, T feel it might he well to describe briefly the his-
tory of this legislation and some other pertineut matters relating to
ship loans generally in order to place these three bills in a proper
context, : '

Mr, Braxprorp, (Aside to the chairman.)

The Criamman. I think T better read this first.

Mzr. Blandford suggested that a (%uorum. is not here, but I think I
better continue reading this and then we will go into the bills in
oxecutive session, but T want the committee to hear this.

Now, many of us remember back in 1951, we discovered that six
eruisers had been transferred to South Arnerican countries without
the approval of the Congress. So we passed out of the Armed
Services Committee a bill which became Public Law 3 of the 82d
Congress. 'This law provided that

No batfleship, carrier, cruiser, destroyer, or submarine of the United States
which has not been stricken from the Naval Register * * * or any interest of
the United States in any such vessel, shall hercaficr be sold, transferred, or
otherwise disposed of unless authorized hereafter by the Congress,

T thought with the combatant ships it was a violation of law all the
time, Mr. Blandford.

TIs this the genesis of the combatant ship legislation?

Mr. Branprorn. Well

The Cramman. Bt anyway we did this.

Now, sinco that time, 17 laws relating to ship transfers have been
enacted by the Congress. Illeven of these provided anthority for
new loans and extensions of existing loans and the other six dealt. with
loan extensions only.

These laws have authorized the loan of 94 ships, the transfer of 9
ships, and tho sale of 4 ships. Of the 94 ships authorized for loan, 72
have actually been loaned; of the 4 ships authorized for sale, 1
has been sold; all of the 9 ships transfers have been effected.

To date, ship loan Iaws have involved an expenditure of $1568,-
981,000 in the activation; rehabilitation, and outfitting of vessels.

On the other side of the ledger, the United States has received
$41,406,345 from the sale of a submarine to Venezuela and from the
activation, rehabilitation, and outfitting of vessels which have been
paid for by the recipient countries.

Asto the method of financing these bills, T will say at this time that
1 wish the witnesses to include—Mr. Seccretary, I want you all to
hear this—as a part of their testimony an explanation of the language
which appears in section 2 of the first two bills and, with a variation
in language, in the third bill. This language in the first two bills
reads as follows:

All expenses involved in the activation, rchabilitation, and outfitting (in-
cluding repairs, alterations, and logistic support) of vessels transferred under
this act shall be charged teo funds provided by the recipient government under
the reimbursable provisions of the Forelgn Assistance Act of 1961, ay amended,
or successor legislation.
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a destroyer varies between $3.3 and $5.7 million. 'The higher figure
would be applicable to a ship which was also modernized in the
process appropriate to its clags.

Similar costs for a destroyer escort is about $2.7 million; for a
submarine, $3.7 million unless there is a snorkel conversion and fair-
water streamlining of the submarine in which event the cost is $5
million. All of these costs are typical and vary somewhat from
ship to ship. Some of the ships In these bills, however, will have
only austere rehabilitation performed in the United States and in
theso cases, the cost per ship will be much less. An example of this
is the two submarines for Ttaly where the additional necessary work
will be performed in Italy.

Of the types of ships contemplated for loan, or in the case of
South American countries, loan or sale, we now have in the reserve
fleet the following from which to draw: 134 destroyers, 191 de-
stroyer escorts, 9 submarines, and 3 CVLs.

What is the OV, what elass is that? Ts that 27,000

Admiral McDoxarn, That is conversion from a cruiser, sir. You
remember we had some light cruisers.

The Criameszan, That 1s

Admiral McDowawn. A light carrier.

The Criamyaw, That is scarsely 10,000 tons, isn’t it ¢

Admiral McDowna . Just about ; 11,000, as a matter of fact.

The Crrarman. About 11,000,

According to the deparimental report on these hills, the cost of
ILR. 7811--South American countries-—is $38 to $80 million de-
pending upon the extent of overhaul and modification desired, and
whether title to the ships is purchased by the recipient countries.
The cost of ILR. 7812—Spain and Italy—is $20.5 million including
helicopters for the Spanish carrier.

The language in tae bill relating to the reimbursable provisions of
the Foreign Assistaree Act of 1961, as amended, purports to say that
with respect to thesa two bills the recipient countries will pay the
costs.

With vespeet. to I1.R. 7813 (China, Turkey, and the Philippines),
you will note that the language in this hill 18 somewhat different in
that section 2 states that the costs will be charged to funds “pro-
gramed for the recipient government as grant aid assistance, or as
reimbursable,” under the Foreign Assistance Act. In this case, the
minimum cost of the bill is $17 million, all or some of which will be
paid by the United Srates,

Now, Mr. Blandford, I think we ought—what is so important?

Mr. Branprorn, You have a quorum present now, Mr. Chairman.

The Cramman. We don’t need Lo have that in exeeutive session.

Mr. Brawprorp. Well, the point is that part of the Secretary’s
testitnony is classified.

The Cniairaan. Tg it necessary to have all this classified ¢

Seeretary Nrrtzn., T beg your pardon, Mr, Chairman ?

; ’li‘l.n.e Crairman. Well, we will go into it if it needs to be classi-
ied.

Now, T want to siy T have a letter from the Secretary of the
Treasury telling us »f the assistance and the balance of pavments
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for an expeditious handling of these bills, notably I think to Italy
and Spain. T think it refers to Italy and Spain.

Mr. Branororp. Yes, sir. ) ) .

Tho Crramman. I won’t bother reading that, but that is what it
says. I will leave it to Mr. Philbin and Mr, Bates.

Now, I had a letter from NATO, my friend Greneral Smart, who
is the deputy for General Lemnitzer, asking us to assist in the Turkey
and the other NATO allics transfers because of the assistance m the
command to take care of our allies. I want Secretary Fowler’s letter
in the record.

(Committee insert:)

TirE SECRETARY OF THE TREABURY,
Washington, D.C., June 28, 1965,
Hon. L. MrNDEL RIVERS,
Chairman, Armed Services Commitice,
House of Representatives,
Washington, D.C.

DeEAR MR, CrraiRMAN: Your cominittee has before it a series of bills on the
gubject of ship loans. I should like o tuke this opportunity to give special
endorgement to one of the bills which youn are considering, namely, ILR, 7812,

For the last 5 years, Treasury has worked very clogely with the Department
©f Defense in helping to arrange sales of U.S. military equipment—especially,
and as first priority, to those of the developed nations where the prescnce of
Amcrican forces and facilities have an adverse cffect on our halance of
payments,

Spuin and Ttaly are both examples of such nations; U.S. military expendi-
tures in those two countrics together are likely to total $650 millioh during
‘the figeal years 1964-08. Thanks o military sales, our prospects are that
these potential balance of payments losses will be offset by $600 million over
the same period—a most valuable, in facet indispensable improvement, )

Thig level of sales, however, is in part contingent upon the phssage of
H.R. 7812.

My concern speeifically with our balance of payments prompts me to add
my voice at this time and to expreps the Treasury Departmont’s hope for carly
hearings and passage of ILR. 7812. The high priority I place on ILIE. 7812
is not intended to imply any oppositton on my part to ILR. 7813 and H.I.
T811.
L Sincerely yours,

Huxey IT, FowLER.

The Cramsan. Now, Mr. Secretary, we have you and the Chief
of Naval Operations. ] .

Tt you will come forward, we will start on these bills, with which
Me. Kelleher is familiar.

Mr. Kerrennme, 7811 is first, but the statement deals with all three.
It is a single statement.

_The Citamman. Now, I want the record to show that a quorum
18 present., o '

Mr. Braxnronn. Yes. : _

The Cuameman, And your statement will apply to the entire pack-
age, And wherever you find wo have to go n executive session, we
will snve that until the last, Mr. Sceretary. ' T

Mr. Braxprorn, (Aside to the chairman.)

The Cirarmax. We are going to have the unelassified stntement
first, i

Secretary Nitze. Thank you, Mr. Chatrman.

- The Ciramsan. Now, you go ahead and read your unclassified
statement.
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Secretary Nirze. Mr. Chairman and members of the committee:

T am pleased to appear before you today in support of several pro-
posed bills which would authorize the loan or sale of combatant ships
to friendly foreign countries.

I am accompanied by Gen. Robert J. Woud, representing the
Secretary of Defense, and the Chief of Naval Operations.

The U.S. worldwide—- _

The Crrareman. Let me say, General Wood, I didn’t mean to over-
look you.

(xeneral Woop. Thank you, sir. ‘

The Criarrmaxw. You are just as important as anybody here.
Thank you, Mr. Secretary, for calling that to my attention so
polifely.

Gro right ahead.

Secretary Nrmwr. The U.S. worldwide defense commitments have
required large alfocations of our resources of manpower, equipment
and money. It is our goal to obtain a larger and more equitable
allied participation in and contribution to free world defense, with a
corresponding decrease in inequitably high American costs, The
proposed ship transfers support that goal. _

With but limited cost to the United States in men, money, and
materials, certair. ships now contributing only potential readiness
in our Reserve I'leet, can be converted to actual operational naval
strength in the hands of our allies. These Reserve Fleet ships have
a [J.5. mobilization role; however, from a strictly military evalua-
tion, they are a better asset, when overhauled and modernized to an
appropriate degree, strategically dispersed throughont the world,
and operational i the hands of our allies.

For each proposed loan or sale, the military requirement for ships
has been thoroughly validated by the country team. It has been
determined that the recipient country has both the manpower and
technical ability to operate the ships efficiently and effectively. A
concurrent request through diplomatic channels for the loan or sale
has assured us that there is also political support for the proposed
transfer. After approval by the couniry team, the unified com-
mander has reviewed the proposed ship loan or sale to insure that
it is in accordance with theater plans. Subsequently, the other mili-
tary departments, the Department of Defense and State, and the
Bureau of the Badget, by their approval, have assured us that the
proposal fully supports U.S. policy and objectives. We now seek
the approval of the Congress.

The proposed legislation has been submitted in three separate bills.
These are: (1) A %ill for the loan or sale of ships to Latin American
countries; (2) a ill for the loan of an IPH to Spain and two sub-
marines to Italy; and (3) a bill for the loan of destroyers and de-
stroyer escorts to Turkey, China, and the Philippines.

BILI, T'OIR LOAN OR £ALR OF SIiIP5 TO LATIN AMERICAN COUN'TRIES, TILR. 7811

This bill, containing the proposed loan or sale of 11 destroyers
and one submarine to South American couniries, at no cost to the
United States, provides the most economical and effective means
by which the United States can assist these navies to improve their
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The vessels authorized by this bill would cnable Latin American
navies to continue replacement of obsolete ships and standardize on
general purpose units suitable an d effeetive for peacetime survelllance
of coastal waters, support of counter-insurgency operations in coastal
areas and wartime patrol of convoy routes along their coasts. Since
T0.8. naval forees ave insuflicient to allow the U.S. Navy to assume the
ASW role in these areas, the vessels provided under this bill will allow
the Latin American navies to fill this important role. 'The annual
Uhnited Siates-South American ASW training exercises (UNTTAS
scries) have demonstrated the value of standardizing equipment and
training to improve the collective strength of United States-South
American naval forees. :

Cloncomitant with the ship Toans under the 1958 bill, South Ameri-
can countries seeapped, laid up or inactivated tonnage far beyond that
roceived in loan. Information received informally from the country
toams indicates that additional obsolete ships would be scrapped
should the Congress approve the proposed legislation. Tho alterna-
tive appears to be a growing obsolescence of their ships, a degrading
of the Tatin Ameriean naval role and perhaps their turning to other
countries for support. '

Tn this bill, the South American countries would have the option
to purchase the ships. Under that option, the ships involved would
Do stricken from the Navy list, and sold for not, less than $1 million
each over and above the costs or activation, overhaul or modification.
Upon full payment by the recipient, such sales would be final and no
rocall of the ships would apply.

PILL TOR TOAN OF LTI TO SPAIN AND TWO SUBMARINTS TO ITALY, IL.R.
7812

This bill proposes the loan of a helicopter carrier to Spain at no
cost to the United States. This loan supports the 1963 base rights
agrecment, which, in turn, suppovts 17.8. strategic posture. With
this earrier and its embarked helicopters, the Spanish will add a sig-
nificant ASW ecapability to free world forces in an area of high
strategic significance.

The bill also proposes the loan to Italy of two submarines which are
to replace ohsolete Ttalian submarines that are now beyond economicat
repair. This loan would provide NATO-committed Ttalian ASW
forces with submarine target services that are a requisite to maintain-
ing readiness and proficiency. Competent Ttalian ASW forces en-
hanee out posture in the Mediterranean.

RILT: FOR LOAN OF DERTROYERE AND DESTROYER LESCORTS TO TURKEY,
CITINA, AND TR PIIILIPPINES, JLIL 7813

The bill would authorize loan of #hree destroyers and three de-
stroyer escorts to counftries on the periphery of the Communist
world, Turkey, China, and the Philivpines. Costs would be horne
by grant aid or credit assistance. These ships would appreciably
strengthen the navies of those countries whose policies ally them so
closely to 17.5. objectives.

A portion of the funds necessary to implement this bill is being
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session of Congress. The remaining funds required will be requested
in subsequent foreign aid requests if Congress approves these proposed
loans.
OTIERR PROVISIONS

All ship loan agrecments have contained a recall provision which
would allow the United States to repossess any ship so loaned. So
far, sinco World War II, we have never had occasion to recall any
ships, but we have roceived excellent cooperation from the recipient
navies when their services were required, thus making such reeall
unnecessary. Nevertheless, the loans authorized by these bills would
contain similar reeall provisions.

In cach of these three bills it is proposed that the authority to
sell or lend vessels terminate on 31 Decerber 1967. This period of
time is needed to provide for negotiations and the orderly planning
of activations :Lndl overhauls. All previous new loan authority has
expired.

In addition, the new 5-year loan proposals contain a provision for
authority to renow the loan period for an additional 5 years at the
discretion of the President without further reference to the Congress.
Congress would be kept informed of all loans and sales granted
under this authority,

The gold-flow implications of these three bills are significant. For
examplo, the helicopter carrier for Spain would result in a $20 mil-
lion inflow of gold or its equivalent. The ships for South America
would result in a minimum of $38 miilion or maximum of $80 million
favorable flow of gold depending on the extent of overhaul and
modification, and whether recipient countries desire to purchase the
ships. Tven the expenses associated with ship loans for which we
receive no reimbursement would be paid by the Gevernment of the
United States for work done in our own shipyards; henee no gold
outflow,

The worldwide commitments of the United Stafes require assist-
ance from our allies. The (7.8, Navy alone cannot fulfill all free
world naval requirements. The forces of our allies, large and
small, must help accomplish theso naval tasks. It is to enable them
more adequately fo help ns while helping themselves (hat these shi
loans or sales are iutended. The proposed legislalion supporis T7.8.
policy, strengthens free world forces, enhances U.S. forward security
and improves (1.8, halance of payments.  Last, and most important,
it converts the potential of portion of the Reserve Fleet to actual
operaling naval strength, strategically dispersed and operational in
the hands of our alliag, at, minimum cost to 1.9, TestITees.

This concludes my nnelassified stateruent, Mr. Chairman, ‘

It agreeable to {le committee T would like the opportunity to make
further remarks ut a Jater time in executive session. '

The Crramman, Why don’t we just go into executive sossion now?
I will ask that all thoss who are not clenved for classified information
to leave the room, because we are going into secret testimony.

Now, Mr. Slatinshak, you handle that, please.

{Whercupon, at 20:40 o'clock .., the committee proceeded in
executive session.)
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891 CoxeRuss HOUSE OF REPRESENTATIVES { Erporr
st Session No. 624

AUTHORIZING THE LOAN OF NAVAL VESSELS TO TURKEY,
CHINA, AND THE PHILIPPINES

Jovy 19, 19656 —Committed to the Committec of the Whole ITeuse on the State
of the Union and ordered to be printed

Mr. Rrvers, from the Committee on Armed Services, submitted the
‘ following

REPORT

[To accompany [I.R. 7813]

The Committee on Armed Services, to whom was roeferred the bill
(TI.R. 7813) to authorize the loan of naval vessels to Turkey, China,
and the Philippines, having considercd the same, report favorably
thereon without amendment, and recommend that the bill do pass.

PURPOSE OF TIE LEGISLATION

The proposed legislation would authorize the loan of six vessels of
the destroyer and destrover escort catogories of the reserve flest to
Turkey, China, and the Philippines.

SUMMARY
The President desires authority to lean six sbips to the following
countries:
ORI - e e e 1 destroyer and 2 destroyer cscorts.
MR e o 2 destroyers.
Philippines - - oo oo e oo 1 destroyor escort.

The destroyers that are to be loaned are of the Fletcher class (2,100
tons). The destroyer escorts are of the Bostwick class (1,590 tons).

CO8T

The cost of this bill will be between $17 and $26 million, depending
upon the extent of overhaul and modification performed.
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BACKGROUND OF SHIP LOAN PROGRAM
The low ‘

Prior to 1951, U.S. naval vessels wore transferred to friendly foreign
nations under the provisions of the Mutual Assistance Defense Act of
1949, as amended. In 1951, the Congress passed Public Law 82-3
(10 U.S.C. 7307). This law, as codified, is as follows:

ResrricTion on pisrosan. (a) Notwithstanding any other
provision of law, no battloship, aireraft, cartier, cruiser, de-
stroyer, or submarine of the Navy may be sold, transferred,
or otherwise disposed of, unless the Chief of Naval Opera-
tions certifies that it is not essential to the defense of the
United States,

(b) Without authority from Congroess granted after March
10, 1951, no battleship, aircraft carrier, cruiser, destroyer, or -
submarine that has not been stricken from the N aval Vessel
Register under section 7304 of this title, nor any interest of
the United States in such a vessel, may be sold, transferred,
or otherwise disposed of under any law.

Since that time, 17 laws relating to ship transfers have been enacted
by the Coungress.” Eleven of these provided authority for new loans
and extensions of existing loans and the othor six dealt with loan
extensions only.

Transfers to date

These laws have authorized the loan of 94 ships, the transfer of 9
ships, and the sale of 4 ships, Of the 94 ships authorized for loan 72
have actually beon loaned; of the 4 ships authorized for sale, 1 has
been sold; all of the 9 ships’ transfers have been effected.,

Lzpenditures and receipts to date

To date, ship loan laws have involved an expenditare of $158,981,000
in the activation, rehabilitation, and outfitting of vessels.

On the other side of the ledger, the United States has received
$41,406,345 from the sale of a submarine to Venezuela and from the
activation, rehabilitation, and outfitting of vessels which have been
paid for by the rocipient countries.

TYPICAL COSTS

The cost of activation, overhaul, and rehabilitation of a destroyer
varies between $3.3 and $5.7 million. The higher figure would be
applicable to a ship which was also modernized,

Similar costs for a destroyer escort are from 32 to $2.7 million.
These costs are typical and vary somewhat from ship to ship. Some
of the ships in this bill, however, may have only austere rehabilita tion
and in these cases the cost per ship will be much less.
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Ships on loan to Ching ond Turkey as of June 1, 1365

Wum- Expiration
© Country bn%r and| . Ships Aughority Dalivery dats date
ypo
Ropublicaf | 4-DD | Benson, DD-421.. ... Public Law 83-138, TIAS | Foh. 26,1964 | ! Feb, 26, 0G0
China, 2016 as amended by
Public Law 86-67,
‘TIAS 4340 extondod
Public Low 88-437,
0. P, Jones, DD-427_{.___. 5 1 SRR N L1 Y

Dot
Rodman, DD-488,_._. Public Law 83-188, TIAS ( July 28, 1965 } 1Tnly 28, 1470
3215,-4597 ps amended
by Publie Livw 86-482
oxtendod Public Law

83437,
Plunket, DD-431. . _..| Public Law §6-532, TIAS | Fob, 16, 1059 | 1Feb, 16, 106%
4180 extendoed Public .
) Law 88-437.
Turkey......| 6~88 | Guitarro, 88-363.._... Pubiic Law 83-214, TIAG | Aug. 71054 ; 1.Aug. 7,1069

3042 a8 ameendod by
Public Law 88-57,

TIAS 4300 extonded

Public Law 88-437. )
Hammerhead, 98-364 .| ... A0 e Oet. 23,1954 | ¢ Oct. 23, 1069
Borgall, 88~§20..___.... Public Low 86-532, TTAS | Ocg, 18,1958 | ! Oct. 18,1968

4117 gxtended Public

Lew 88-437. .
Mapiro, S8-876. e fene- A0 e e mem Mar. 18,1960 | 1 Mar, 18, 197¢

Philippines 4 Mero, 85-378 20,1950 | 1 Apr. 20,1970
BT Lt OO o e N H S

t Logialatlon auntherized 5-yoar axtension,
* No ships on loan,

Detailed costs of proposed legislation

[In miliong]

Num- Actlvation Material Overall
Country ber Typo | or modifi- Spares toful Training jotal
eatlon

TUrkey e 2] DD $10. 60 $0.72 $11.38 $0. 14 $11. 52
China..... 1| 5HD 5.33 .35 b. 69 .25 5. 94
Do, 21 DE 8. 034 R . 6. 46 .34 6. 86
Philippines 1| DE 2, 17 218 2.7 .17 2,90
01 S, VERR t R S A l ,,,,,,,,,,,, 26,16

VARIATION IN SHIP LOAN REACTIVATION CORTS

The reactivation, overhaul, and modernization costs for the ships
proposed for loan in FL.R. 7813 are estimated to vary from a minimum
of %17 miilion to a maximam of $26 million. The reasons for the
variance in cost estimates are many; the most pertinent being:

Condition of hull

The condition of the hull and machinery varies botween ships due
to age, time in active service, deterioration in mothballs, ete. Only
alter each ship selected for loan or sale has been inspectod by technica)
personnel can accurate estimates be given for activation and overhaul
«¢osts of the hull and machinery.

Obsolete equipment replacement

B The length of time since the ship was active and the type of equip-
ment installed, such as radars, radios, five control equipment, etc., will
influence the amount of equipment that must be replaced. Certain
obsolete equipment must %e replaced to insure that spare parts are
available and thoga the ship is logistically supportable after activation.
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Modernization

If the recipient country desires more modern antiaireraft guns such.
88 3-inch 50’s, or more powerful sonar, ete., the total cost will vary
greatly. Additionally, recipient countries may desire various altera-
tions to improve the offectiveness of a vessel,
Extent of overhaui

There may also be differences in the mmount of overhaul work
accomplished in TU.S. shipyards, The capability of recipient countries
to perform Limited overhaul work in their own shipyards would lessen
the amount done in the United States thus decreasing the estimated
costs.

Spare parts
_ The depth and range of spare parts purchased to support the ship
in the future will also cause the costs to vary.

Consumable stores
The amount of consumable stores will also change the total cost to
the recipient governments.

RESERVE FLEET

Of the types of ships contemplated for loan or sale in this bill, we
now have in the reserve fleot 134 destroyers and 191 destroyer escorts.

7.5, WORLDWIDE COMMITMENTS

The U.8. worldwide defense commitments have required large allo-
cations of our vesources of manpower, equipment, and money, It is
our goal to obtain a larger and more equitable allied participation in
and contribution to free world defense, with & corresponding decrease
in inequitahly high American costs. The proposed ship transfers
support that goal.

Ships now contributing only polential readiness in our reserve fleat
can be converted to actual operationsl naval strength in the hands of
our allies. These reserve fleet ships have a U.S. mobilization role;
however, from a strictly military evaluation they are a betier asseb
when overhauled and modernized to an appropriato degreo, strategi-
cally 1(%_’151)91‘89(1 throughout the world, and operationsal in the hands of
our allies.

Validation of need

For each proposed loan or sale, the military requirement for ships
has been thoroughly validated by the country team, the unified
commander, and the Jeint Chiefs of Stafl, :

Ability fo operate ships

It has been determined that the recipient country has both the
manpower and technical ability to operate the ships efficiently and
effectively. ‘The committee is advised that a concurrent request
through diplomatic channels for the loan or sale bas assured that
there is also political support for the proposed transfer. After ap-
proval by the country team, the unified commander has reviewed the
proposed ship loan or sale to insure that it is in accordance with
theater plans. Subsequently, the other military departinents, the
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Departments of Defense and State, and the Bureau of the Budget
by their approval, have given assurance that the proposal fully sup-
ports U.S. policy and objectives.

MUTUAL ADVANTAGES

Internal and external security—The committee was informed thab
the ships proposed for loan under this bill will be used by the recipient
countries to dischurge naval responsibilities assumed by them in their
areas. Theso ships will assist the recipient countries in maintaining
their own intornal security, in protecting their coasts and coastal lines
of communication, and in protecting sea lines of communication.

Antisubmarine capability —The Department of Defense regards as
important the achiovement of a strong antisubmarine capability in
the areas where these ships would be loaned. Any contribution by
the recipient countries to offsetting a prospective submarine threat
would enhance the total defense capability of the free world. To the
extent that recipient countries develop an antisubmarine capability,
U.S. naval forces will be freed from certain antisubmarine tasks.

Readiness and maintenance.—Although the U.S. Navy reserve flect
is a source of potential naval strength, this potentiality would become
actual naval strength if all the ships could bo adequately manned,
operated, and maintained in an active status. The cost of such
operation by the United States is prohibitive in peacetime, Operation
and maintenance of the vessels by allies can assist in keeping the
equipment ready for uso and in good condition.

Deployment.—Obviously, it 15 important to have naval forces
properly positioned to counter an enemy threat. If the allies to whom
the ships are to be loaned havo tho vessels functioning at the outbreak
of any%ostilit.ies, time will be saved in the positioning of ships in the

geographical areas where they are to be used. _ _

Dispersion of our reserve fleet.—~The U.S. Navy reserve floct has
been dispersed as widely as available berthing space and reasonable
access to repsir and overhaul facilities for periodic rehabilitation
would permit. The loan of the ships that are the subject of this bill
would tend to reduce undesirable concentration of reserve vessels.

Extension of U.S. influence—The recipients of other loans of U.S,
ships have adopted U.S. Navy doctrines and standards of operation
and maintenance. This result has come about under the personnel
training program carried out before and after transfer of the ships.
During such training, naval personnel of foreign nations have the
opportunity to observe U.S. Nav organizations in action and to
observe America and Americans during their periods of leave and
liberty. Theo officers and men who recelve this training will provide
the loadorship for their navies in the years to come.

RECIPIENT NATIONS

Requests received—Since World War II, the United States has
received many requests for ships from foreign countries. Those
requests have boen evaluated in terms of the needs of the requesting
countries, mobilization requirements of the United States, world-
wide demands on our resources, and the availability of mutual defense
assistance funds.
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Ships proposed for loan under this bill will satisfy some of the more
urgent requests that have been considered. The ships that are pro-
posed for transfer under the bill are part of our mobilization base but
they will be in possession of allies and not lost to the United States.

Ability of countrizs to use.—~The ability of the countries concerned .
to operate these vessels properly has been checked by the country
teams composed of the U.S. Ambassador, the chief of the military
assistance advisory group, and the U.S. operations mission in each
country involved.

AGREEMENTS WITH FOREIGN COUNTRIES

Formal agreement

It is proposed that, upon enactment of the bill into law, a formal
agreement will be concluded by the State Department with the re-
cipient foreign government. It will be for a term of 5 years and if
requested by the recipient government, the loan may be extended for
an additional & yeass at the discretion of the President. The a2ree-
ment will stipulate that the ships be used in accordance with the condi-
tions of the mutuul defense assistance agreement. The recipient
government will have use of all equipment and spare parts on board the
ships at the time of the delivery, but title remains in the United States
even though the ships may be placed under the recipient government’s.
flag. Possession of the ships will not be relinquished witheut consent
of the United States, and no claims arising as & result of transfer and
operation of the ships may be anssessed apainst the United States.

Right to repossess _ .
The United States may repossess these ships at any time if necessi-
tated by its own emergency defense requirements. At the expiration
of the loan, the ships will be returned in the same condition as when
loaned, except for fair wear and tear, but if a ship is damaged or lost
through enemy uction, the recipient country is exempt. from liability

for such damage or loss.

FRIENDLY FOREIGN NATIONS

Ultimate reésponsibility for determination of a “friendly foreign
nation” is vested in the President by the Foreign Assistance Act of
1961, section 503, which states inter alia: : e

The Presiden: is authorized to furnish military assistance ,‘
on such terms snd conditions as he may determine, to any
friendly country or international organization, the assisting
of which the President finds will strengthen the security of
the United Staies and promote world peace and which is
otherwise eligible to receive such assistance, * * *

Similar authority is contained in section 507 regarding military
sales. In this case, the “sale” is for goods and services; i.e., equip-
ment and repairs used in activaiing and overhauling the ship.
~ The definition is cetailed further within the act of 1961 in section
506 where certain conditions of eligibility are prescribed. These
conditions are applied continuously to all countries sligible for both
grant aid and sales by the Departments of State and Defense to insure
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Tar Formren AssisTANCE Acr OF 1961, As AMENDED,
Parr 11, CuaPTER 2 -

MILITARY ASSISTANCE

Section 506. Conortion or EtacimmmiTy,—{a} In addition
to such other provisions as the IPresident may require, no
defense articles shall be furnished to any country on a grant
basis unless it shall have agreed that—

(1} it will not, without the consent of the President—

{A) permit any use of such articles by anyone not
an oflicer, employoee, or agent of that country,

(B) transfer, or permit any officer, employee, or
agent of that country to transfer such articles by
gift, aale, or otherwise, or . :

(C) use or permit the use of such articles for
purposes other than those for which furnished;

(2) it will maintain the security of such articles, and

- will provide substantially the same degree of security

- protection afforded to such articles %y the United

States Government;
. (3) it will, as the President may require, permit con-
tinuous observation and review by, and furnish necessary
information to, roprosentatives of the United States
Giovernment with regard to the use of such. articles; and
{4) unless the President consents fo other disposition,
it will return to the United States Government for such
use or disposition as the President considers in the best
interests of the United States, such articles which are no
longer needed for the purposes for which furnished.
. . * - »

FISCAL DATA

. Although it is not possible to determine at this time the costs
involved 1n this bill, it ean be said that should the United States be
required to pay all of the costs, the bill will involve between $17 and
$26 million. : , o
' DEPARTMENTAL DATA

This bill is & part of the Doepartment of Dofense legislative program
for the §9th Congress. The Bureau of the Budget has no objection
to this legislation. Below is set out a letter dated April 27, 1965,
from Secrotary of the Navy Paul H. Nitze which is made a part of
this report: ' :

DuparTMENT or THE NAVY,
" (FFICE OF THE SBCRETARY, =

Washington, D.C., April 27, 1966,
Hon. Joun W. McCormacr, -

Speaker of the Iouse of Representatives,

ashington, D.C. _

My Drear Mgz. Speaxer: There is forwarded herewith s draft of
})rop,osed lagislation to authorize the loan of naval vessels io friendly
oreign countries.
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This proposal is a part of the Department of Defense legislative
program for the 89th Congress, and it is related to the mutual defense
and development program. The Bureau of the Budget advises that,
from the standpoint of the administration’s program, there is no
objection to the presentation of this ropesal for the consideration of
the Congress. The Department of the N avy has been designated as
the representative of the Department of Defense for this legislation.
It is recommended that this proposal bo enacted by the Congress.

PURPOSE OF THE LEGISLATION

The proposed legislation would authorize the loan of six vessels of
the destroyer and destroyer escort categories of the reserve fleot to
certain friendly foreign countries.

The following factors were considered before the new loans were
proposed: First, it was determined that the transfer of ships for the
specific intended vses of this legislation would not adversely affect
the U.8. Navy’s military capabiﬁty and is in keeping with the U.S.
national policy for the countries under consideration. The loans wers
then examined in relation to the naval tasks which the nations will
be performing under their bilateral and multilateral agreements.
Finally, an appraisal was made of the countries’ demonstrated will
to provide for their own defense and available manpower in conjunc-
tion with their capability to operate the ships, and the countries’
economies. These factors have been weighed in the field by the U.S,
Ambassador and the chief of militar assistance advisory group in
each country, by the commander in ¢ ief, Pucific, and commander in
chief, U.S. Europetn Command, for the countries in their respective
areas, and by the Liepartments of Defense and State. At each of the
levels it was determined that it is to our advantage to initiate the
loans to these countries. g

The United States would derive significant advantagoes from these
loans, foremost of which will be the incressed capability of free world
navies to combat ths threat posed by the Sino-Soviet submarine forces.
‘This increased capability will result from effectively trained and
combat-ready free world antisubmarine forces on station in potential
areas of operation. :

In view of the advantages, the political desirability of these loans,
and the military requirement for these forces, it is considered that
the legislation proposed herein should be enacted.

COBT AND BUDGET DATA

It is estimated that the cost of activation and mobilization of the
six vessels which are covered by the draft bill will tota] approximately
$17 million. These costs will be charged to funds programed for the
recipient government, as grant military assistance under provisions of
the oreign Assistarce Act of 1961, as amended, or successor legisla-
tion, or will be charged to funds provided by the recipient government,
under the reimbursable provisions thereof.

Sincerely you:s,
Pavr H. NrrzE,
Secretary of the Navy.
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A jBII'aL' To authorize the loan of naval vessels to friéndly foreign
: ' countries :

. Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assem led, That not-
withstanding section 7307 of title 10, United States Code,
or any other law, the President may lend to friendly foreign
nations, on such terms and conditions as he deems appro-
priate, ships from the reserve fleet as follows:

(1) China, one destroyer and two destroyer escorts, (2)

- Turkey, two destroyers, and (3) the Philippines, one de-
Btroyer escort,

~ SBc. 2. All expenses involved in the activation, rehabilita-
tion, and outfitting (including repairs, alterations, and logistic

support) of vessels 1;1'9,nsf01'1'e(§J under this Act, shall be
charged to funds-programed for the recipient government as

~grant military assistance, or as reimbursabie, under the
 provisions of the Foreign Assistance Act of 1961, as amended,
or suceessor legislation.,

" Sgc. 8. Loans executed under this Act shall be for periods
not exceeding five years, but the President may in his dis-
crotion extend such loans for an additional period of not

" more than five years. All loans shall bo made on the condi-
tion that they may be terminated at an earlier date if
téecessitated by the defense roquirements of the United
wtates.

- Sgo. 4. No loan may be made under this Act unless the
Secrotary of Defense, after consultation with the Joint
Chiofs of Staff, determines that such loan is in tho best
interost of the United States. The Secretary of Defense
shall koep the Congress currently advised of all oxtensions
or loans made under authority of this Act.

Sge. 5. The Presidont may promulgate such rules and
regulations as ho deems necessary to carry out the provisions
of this Act.

Sue. 6. The authority of the President to lend paval
vessols under this Act terminates on December 31, 1967,
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CHANGES IN EXISTING LAW

In compliance with clause 3 of rule XIII of the Rules of the House of Representatives, there is herewith printed
in parallel columns the text of provisions of existing law which would be repealed or smended by the varicus provisions

of the bill as reported:

EXISTING LAW
(10 U.8.C. ch. 633, Naval Vessels)

] * * * *

Sec. 7307. RESTRICTION ON DISPGSAL. {a) Notwith-
standing any other provision of law, no battleship, air-
craft carrier, cruiser, destroyer, or submarine of the N avy
may be sold, transferred, or otherwise disposed of, unless
the Chief of Naval Operations certifies that it is not essen-
tial to the defense of the United States.

(b) Without authority from Congress granted after
March 10, 1951, no battleship, aircraft carrier, cruiser,
destroyer, or submarine that has not been stricken from
the Naval Vessel Register under section 7304 of this title,
nor any interest of the United States in such a vessel, may
{)e sold, transferred, or otherwise disposed of under any
aw.

e * * * *

THE BILL AS REPORTED

That notwithstanding section 7307 of title 10, United
States Code, or any other law, the President may lend to
friendly foreign nations, on such terms and conditions as
he deems appropriate, ships from the reserve fleet as
follows: .

(1) China, one destroyer and two destroyer escorts,
(2) Turkey, two destroyers, and (3) the Philippines, one
destroyer escort.

Skec. 2. All expenses involved in the activation, rehahili-
tation, and outfitting (including repairs, alterations, and
logistic support) of vessels transferred under this Act, shall
be charged to funds programed for the recipient govern-
ment as grant military assistance, or as reimbursable,
under the provisions of the Foreign Assistance Act of 1961,
a8 amended, or successor legislation.
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Sec. 3. Loans executed under this Act shall be for
periods not exceeding five years, but the President may
m his discretion extend such loans for an additional period
of not more than five years. All loans shall be made on
the eondition that they may be terminated at an earlier
date if necessitated by the defense requirements of the
United States.

Sec. 4. No loan may be made under this Act unless the
Secretary of Defense, after consultation with the Joint
Chiefs of Staff, determines that such loan is in the best
interest of the United States. The Secretary of Defense
shall keep the Congress currently advised of all extensions
or loans made under authority of thiz Act.

Src. 5. The President may promulgate such rules and
regulations as he deems necessary to carry out the pro-
visions of this Act.

Skc. 6. The authority of the President to lend naval
vessels under this Act terminates on December 31, 1967.
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8911 CoNeRrEsS HOUSE OF REPRESENTATIVES Rerory
13t Session No. 623

AUTHORIZING THE LOAN OF NAVAL VESSELS TO TTALY
AND SPAIN

Jury 15, 1965.—Committed to the Committee of the Wholo Ilouse on the State
of the Uhion and ordered to be printed

Mr. Rivers of South Caroling, from the Commitiee on Armed
Services, submitted the following

REPORT

[To accompany H.R. 7812)

The Committee on Armed Services, to whom was referred the bill
(H.R. 7812) to authorize the loan of naval vessels to friendly foreign
countries, and for other purposes, having considered the same, report
favorably thereon without amendment and recomumend that the bill
do pass. P

PURPOSE OF THE LEGISLATION

The proposed legislation would authorize the loan of two submarines .
to Italy and a helicopter carrier to Spain.

SUMMARY

The President desires a,uthdrity to loan three ships as follows:

Tbaly 2 submarines,
Spain. .. ____ . .. T 1 helicopter carricr.

The submarines to be loaned are of the Balao class (1,500 tons).
The helicopter is of the Cabot class (11,000 tons).

cosT

The cost of this bill will be appfoxim&tely $20.5 million. This cost
will be borne entirely by the recipiont countries.

GOLD INFLOW

This bill will result in a favorable flow of gold to the United States
in the amount of $20.5 million.
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REQUESTS BY I[TALY AND SPAIN

The Ttalian Government has requested the loan of two submarines
to be used by the Italian Navy to replace existing obsolete and
shallow-diving vessels. The resultant improved submarine services
will markedly improve the proficiency of the Italian ASW forces which
are a significant part of the free world nayal strength, If the loan
of these two submarines is approved, limited activation will be
accomplished prior to transfer to Ttaly where these submarines will
reccive extensive overhanl and modernization.

The Spanish Government requested the loan of u Cabol class
helicopter carrier. If this legislation 1is approved, the Spanish
Government will pay the cost of aciivation, overhaul, and moderniza-
tion in the U.8. shipyards, and will buy U.S. helicopters. With this
helicopter earrier the Spanish intend to build a significant ASW
capability that would be helpful to the United States in combating
tho threat posed by Soviet bloe submarine forces.

FACTOLS CONESIDERED

The following factors were considered before the new loans were
proposed: First, it wus detormined that the transfer of ships for the
specific intended uses of this legislation would not adversely affect
the U.8. Navy’s military capability and is in keeping with the U.S.
national policy for the countries under consideration. The loans were
then examined in relation to the naval tasks which the nations will be
performing under their bilateral and multilateral agrecments. Finally,
an appraisal was made of the countries’ demonstrated will to provide
for their own defense and available manpower in conjunction with
their capability to operate the ships, and the countries’ economies.
These factors have been weighed in the field by the U.S. Ambassador
and the chiof of the military sssistance advisory group in cach country,
by the commander i1 chief, U.S. Kuropean Command, and by the
Departments of Defense and State. At each of the levels it was
detormined that it is to our advantage to initiate the loans to these
countries. ‘

Advantages to the United States

The United States would derive significant advantages from these
loans as they are the most economical and effective means by which
the United States can assist these navies to meet their force improve-
ment program.

BACKGROUND OF SIIP LOAN PROGRAM
The law
Prior to 1951, U.S. naval vessels were translerred to friendly foreign
nations under the provisions of the Mutual Assistance Defense Act of
1949, as amended. In 1951, the Congress passed Public Law §2-3
(10 U.S.C. 7307). 'This law, as codified, is as follows:

RustrIcTioN oN DIspogAL. (a) Notwithstanding any other
provision of law, no battleship, aircraft carrier, cruiser, de-
stroyer, or submarine of the Navy may be sold, transferred,
or otherwise disposed of, unless the Chief of Naval Opera-
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tions certifies that it is not essential to the defense of the
United States.

(1) Without authority from Congress granted after March
10, 1951, no battleship, aircraft carrier, cruiser, destroyer, of
submarine that has not been stricken from. the Naval essel
Register under scction 7304 of this title, nor any interest of
the United States in such o vessel, may be sold, transferred,
or otherwise disposed of under any law.

Sinco that time, 17 laws relating to ship transfers have been enacted
by the Congress. - Eleven of theso provided authority for new loans
and extensions of existing loans and the other six dealt with loan
extensions only. L : )

Transfers to date

These laws have authorized the loan of 94 ships, the transfor of 9
ships, and the sale of 4 ships. Of the 94 ships authorized for loan 72
have actually beon loaned; of the 4 ships authorized for sale, 1 has
been sold; ril{'of the 9 ships’ transfers have been effected.
Expendiures-and receipts to dute ‘ : .

. "To date, ship loan laws have involved an expenditure of $158,981,000
in the activation, rehabilitation, and outfitting of vessels.

On the other side of the ledger, the United States hias received
$41,406,345 from the sale of a submarine to Venezuela and from the
activation, rehabilitation, and outfitting of vessels which had been
paid for by the recipient countries,

TYPICAL COSTS

The cost of activation, overhaul, and rehabilitation of a submarine
is in the order of $3.7 million, unless therc is a snorkel conversion and
fairwater streamlining in which event the cost is $5 million. These
costs are typical and vary somewhat from ship to ship. The sub-
marines for Italy will, according to current planning, have only
austere rehabilitation and the cost, therefore, wiﬁ) be considerably less
than the typical cost set out above, ‘ o

Tn the case of the helicopter carrier, tho cost will be approximately
$10 million. o ‘ ‘
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Skips on loan to Ialy ‘and Spain as of J%ttnc 1, 19685

Num- : :

Counttry | ber Ship : Auathority . Dollvery Expiration
and : : date dato
type

Italy. .__.| 3-88 Barb, 8:3-220_..____.. Tublic Law 83-188, as Dee. 13,1954 1 Dee, 13, 1066
amended by Public Law; :
’ B4 048, TIAS 3124, and
Public Taw 86-57, TIAS -
4418 extonded Public Law
B8-437. : .
Dace, 88-247.______. _[.___ do. L ov| Fan. 31,1955 |[UJan, 31, 1870
Lizard 3'ish, 88-573...| Public Law 85-532, TTAE Jan.  9,1060 [{Jun. 49,1970
ggaﬁiac;xtended Public Law |, }
Spaln..__. 1-33 Kraken, 88-370. . _____ Publie Law 85-532, TIAS Dee. 24,1959 |\ Doe. 24, 1060
4282 extonded Publie Law
88437, : . .
5-DD i Capp, DD-550_______. Publie Law 83-188, s ; May 15,1957 | May 15, 1967
. amended by Tubliec Law | .
84048, and T'ublic Law
S 87-887, TIAS 3789, 5066, )
DSSV:’. Taylor, D>~ [..._. 111 S P P do._ ... Do.
Converse, DD-500..._! Public Law 85-532, TIAS July 1,195 [\July 1,1060
) ggﬂ%ﬂgrxteudcd T'ublic Law:
Jarvls, DD-790_.______ Pulgic Law 85-532, TIAS ° | Nov. 3,190 |1Nov. 3, 1970
4582, !
MeGowan, DD-678___.__._ Q0 it Doe. 4, 1080 [ e 4, 1070

! Legislation suthorlzed 5-yar oxtenston,

Detailed costs of ;ciropused legi_slatian (no cost loé United Staies)

[In millicns]
g Activa. .
Couniry | Num- Type ' tion or | Hpares Material Tralning | Overall
ber modifi- 1 total total
cation R : S

£9.5 .50 §10 $]18
"""" 3| .65
.......... ) S 20, 55

Total. ...

. VARIATION, IN SHIP L(‘)AN.'REAC.TIV.'A"".I;{ON CO8TS.
Condition of hull ; ; :

The condition of the hull and machinery varies between ships due
to age, time in active service, deterioration in mothballs, ete.  Only

after each ship selected for loan/sale has been inspeeted by technieal
personnel can accurs.te extimates be given for activation and overhaul

costs of the hyll and machinery.

Obsolete equipment replacement i

The length of time since the ship was active and the type of equip-
ment instelled, such as radars, radios, fire control .equipment, efe., will
influence the amount of equipment that must be replaced. Certain
obsolete equipment must be replaced to insure that spare parts are
available and thus the ship is logistically supportable after activation.

Modernization
If the recipient country desires fn snorkle and fairwater streamlining
for a submarine, or more powerful sonar, ete., the total cost will vary
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greatly., Additionally, recipient countries may desire various altera-
tions to improve the effectiveness of a vessol.

Ilrtent of overhaul

There may also be differences in the amount of overhaul work
accomplished in U.S, shipyards. The capability of recipient countries
to perform limited overhaul work in their own shipyards would lessen
the amount done in the United States thus decreasing the estimated
costs.

Spare parts

The deFth and range of spare parts to support the ship in the
future will also eause the costs to vary.

Consumable stores

The amouni of conswumable stores will also change the total cost
to the recipiont government.

RESERVE FLEET

Of the types of ships contemplated for loan in this bill, we now have
in the reserve fleet nine submarines and three carriers of the Cabof
class. ‘ :

" U.8. WORLDWIDE COMMITMENTS

. The U.8. worldwide defense commitments have required large allo-
cations of our resources of manpower, equipment, and money. It is
our goal to obtain a larger and more equitablo allied participation in
and contribution to free world defense, with a corresponding decrease
in ‘inequitably high Ameérican costs. The proposed ship transfers
support that goal, : : L

Ships now eontributing only potential readiness in -our resexve fleet
can be converted to actual operational naval strength in the hands of
our allies, These reserve fleet ships have a U.S, mobilization role;
however, from a strictly military evaluation they are a better asset
when- overhauled and modernized to en appropriate degree, strategi-
cally 1(%_i‘e,pe.rsed- throughout the world, and operational 1 the hands of
our allies. S » ' :

Validation of need . T I
For each proposed. loan or sale, the military requirement for ships

has been thoroughly validated b% the country team, the unified com-
mander, and the Joint Chiefs of Staff.
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Abnlity to operate ships
It has been determined that t}he recipient country has both the
manpower and technical ability to operate the sh1p~_. efficiently and
effectively. The commitice is ddvised that a:econcurrent request
through diplomatic channels for the loan or sale has assured that there
; is also political support for the proposed transfer.. After approval by
! the country team, the unified commander has reviewed the proposed
ship loan or sale to insure that it is in accordance with theater plans,
Subsequently, the other military departments, the Departments of
Defenso and State, and the Bureau of the Budget, by their approval,
have given assurance that the ]rroposal fully auppons U.5. pohcy and
objectives, : .

Eeonomical and effective

This bill, containing the ptopoqed loan of two Submarmeq and one
helicoptor carrier to [t«Lly and Spdin, at no cost tp the United States,
provides the most economical and efTective means by which the United
States can assist these navies to itnprove their forces.

MUTUAL ADVANTAGES

Readiness and mainfenance. —Although the U.8 N avy reserve fleet
is a source of potential naval strength, this pntentmhty would become
actual naval strength if all the slnpa could be adeqguately manned, opor-
ated, and maintained in an active status. The cost of such opcr&tlon by
the United States is prohibitive in peacetime. Operation and main-
tenance of the vessels by allies can assist in keepmcr the equipment
ready for use and in good condition..

Deployment.—Obviously, it is important to hawe naval forces prop-
erly positioned to counter an enemy threat. If: the allies to whom
the ships are to be loaned have the vessels functlonmg at the out~
break of any hostilities, time will be saved in the: positioning of ships
in the geographical areas where they are to be used.

Dispersion of our reserve fleet.—The U.S. Navy reserve fleet has been
dispersed. as widely ss available berthing space and reasonable nccess
to repair and overhaul faeilities for perlodlc rehabilitation would per-
mit. The loan of the ships that are the subject of this bill would tend
to reduce undesirable concentmtiqn of reserve vessels.

|

i
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' RECIPIENT NATIONS

Requests received —Since World War IT, the United States has
received many requests for ships from foreign countries. Those
requests have been evaluated in terms of the needs of the requesting
countries, mobilization requirementis of the United States, world-
wide demands on our resources, and the availability of mutual defense
assistance funds.

Ships proposed for loan under this bill will satisfy some of the more
urgent requests that have been considerod. The ships that are pro-
posed for transfer under the bill are part of our mobilization base but
they will be in possession of allies and not lost to the United States.

Ability of countries to use—The ability of the countries concerned
to operate these vessels properly has been checked by the country
teams composed of the U.S. Ambassador, the chief of the military
assistance advisory group, and the U.S. operations mission in" each
country involved. .

AGREEMENTS WITIE FOREIGN COUNTRIES

Formal agreement SR
It is proposed that, upon enactraent of the bill into law, a formal
agrecment will be concluded by the Siate Department with the re-
cipient foreign government. It will be for a term of 5 years and if
requested by the recipient governinent, the loan may be extonded for
an additional 5 years at, the discretion of the President. The agree-
ment will stipulate that the ships be used in accordance with the condi-
tions of the mutual defense assistance agroement, "he recipiont
governinent will have use of all equipment and spare parts on board the
ships at the time of the delivery, but title remains mn the United States
even.though the ships may be.p.iaced under the rocipient government’s
flag. Possession of the ships will not he relinquished without consent
of the United States, and no claims arising as a regult of transfer and
operation of the ships may be assessed against the United Statos.

Right to repossess - :

The United States may repossess bhose ships a6 any time if necos-
sitated by its own emergency defonse requirements. At the expiration
of the loan, the ships will be returned in the same condition as when
loaned, except for fair wear and toar, but if'a ship is damaged or lost
through enemy action, the recipient country is exempt from liability
for such damage or loss. ' '
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FRIENDLY FOREIGN NATIONS |

Ultimate responsihility for determination of a “friendly foreign

nation” is vested in the President by the Foreign Assistance Act of

1061, section 503, which states inter alia:

The President is authorized to furnish military assistance
on such terms and conditions as he may determine, to any
friendly country or international organization, the assisting
of which the President finds will strengthen ithe security of
the United States and promote world peace and which is
otherwise eligible to receive such assistance, ok k)

Similar authority is contained 'in section 507: regarding military
cales. In this case, the “sale” is for goods and services; 1.e., equip-

ment and repairs used in activating and overhauling the ship.

The definttion is detailed further within the act of 1961 in scction
506 where certain conditions of eligibility are; presecribed. These
conditions are applied continuously to all countries eligible for both
orant aid and sales by the Departments of State and Defense to insure
that recipients are “friendly” and that such military assistance is in

keeping with military and political objectives of the United States.
Trr Forelas AssisTANCE Act oF 1961, s AMENDED
MILITARY | ASSISTANCE

i :

SgeTIoN 506. CONDITION OF TrnrersiLiTy.—{a} Inaddition
to such other provisions as the President may require, no
dofense articles shall be furnished to any country on a grant -
basis unless it shall have agréed that— E

(1) it will not, without the consent ofithe P’resident—

(A) permit any use of such articles by anyone not
an officer, employee, or agent of that country,

(B) transfer, or ]jt;ermit any officer, employee, or
agent of that country to transfer such articles by
gift, sule, or otherwise, or

(C) use or permit the use of dueh articles for
purposes other than those for which furnished:

(2) it will maintein the security of such articles, and
~ wil} ‘provice substantially the same degree of security

" protection afforded to' such articles by the United

tates Government; | '
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(3) it will, as the President may require, permit con-
tinuous observation and review by, and furnish necessary
information to, representatives of tho United States
Government with regard to thoe nse of such articles; and
(4) unless the President consents to other disposition,
it will return to the United States Government for such
use or disposition as the President considers in the best
interests of the United States, such articles which are no

longer needed for the purposes for which furnished.
* * # L3 & & .

FISCAL DATA

This bill will not involve the expenditure of any TFederal funds
for the activation overhaul and modification of these ships,
It is estimated that the cost of activation and mobilization of the
vegsels which are covered by the draft bill will total approximately
w7 §20.5 million. These costs will be charged to funds provided by the
recipient government under the reimbursable provisions of the
Foreign Assistance Act of 1961, ns amended, or successor legislation.

DEPARTMENTAL DATA

The bill ig a part of the Department of Delense legislative program
for the 89th Congress. The Bureau of the Budget has no opbjection
to this legislation. Below is set out a letter dated April 27, 1965,
from Secretary of the Navy Paul II. Nitze which is made a part of
this report. : S ‘ . . <
. DEPARTMENT oF THE NAVY,
OFricE oF THE SECRETARY,
‘ - Washington, D.C.; Apri 27, 1955.
Igon .kJ O‘I?‘ ]‘V.HNICCO‘I}IV;?CK, S _ :
eaker of the House of Llepresentatives,
Vll;ashington, D.C. . '

My Drar- MR, SeeaxEr: There is forwarded herewith a draft of

roposed legislation to authorize the loan of naval vessels to friendly

oreign countries, and, for other purposes, ' . S

This proposal is a part of the Department of Defense legislative

program for the 89th Congress and it is related to the mutual defense

and development program. - The Bureau:of the Budget advises that

: from the standpoint of the administration’s program there is no
objection to the presentation of this proposal for the consideration of
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the Congress. The Departmenﬂ of the Navy has been designated as
the representative of the Department of Defense for this legislation.
It is recommended that this proposal he enscted by the Congress.

PURPOSE OF TIIE LEGISLATION !

The proposed legislation would authorize the loan of two sub-
marines to Italy and a helicopter carrier to Spain.

The Italian Government has requested the loan of two submarines
to be used by the Italian Navy to replace existing'obsolete and shallow-
diving vessels. The resultant -improved subinarine services will
markedly improve the proficiency of the Ttalian ASW forces which
are a significant part 01P the free world naval strength. If the loan
of these two submarines is approved, limited activation will be
accomplished prior to transfer to Italy where these submarines will
receive extensive overhaul and modernization.

The Spanish Geovernment requested the loan of a Cabot class
helicopter carrier. 1II the loan of this carrier is approved by Congress,
the Spanish Goverament will pay the cost of activation, overhaul,
and modernization in the U.S. shipyards, and will buy U.8. helicopters.
With this helicopte: carrier the Spanish intend to build a significant
ASW capability that would be helpful to the United States in com-
bating the threat posed by Soviet bloc submarine forces.

‘The following factors were considered before: the new loans were
proposed: First, it was determined that the transfer of ships for the
specific intended uses of this legislation would:not adversely affect
the U.5. Navy’s military capability and is in keeping with the U.S.
national policy for the countries under consideration. The loans
were then examinec. in relation to the naval tasks which the nations
will be performing under their bilateral and multilateral agreements.
Finadly, an appratsal was made of the countries’ ‘demonstrated will to
provide for their own defense and available nianpower in eonjunetion
with their capability to operate tho ships, and the countries’ economies.
These factors have heen weighed in the field by the U.S. Ambassador
and the chief of the military assistance advisory group in esch coun-
try, by the commander in chief, U.S. European Command, and by the
Departments of Defense and State. At each of the levels it was
determined that it is to our advantage to initiate the loans to these
countries, j \ T R :

The United States would derive significant advantages from these
loans as they are the most economical and effective means by which
the United States cen assist these navies to meet their force improve-
ment program. \ ;

In view of the advantages, the political desirability of these loans,
and the military requirement for these forces, it is considered that the
legislation proposed herein should be enacted.
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COST AND BUDGET DATA

It iz estimated that the cost of activation and mobilization of the
vessels which are covered by the draft bill will total approximately
$20.5 million. These costs wiil be charged to funds providad by the
recipient government under the reimbursable provisions of the Foveign
Agsistance Aet of 1961, as amended, or successor legislation.

Sincerely yours,
Pavr H. Nirzg,
Secretary of the Navy.

A BILL To authorize the loan of naval vessels to friendly foreign
: countrics, and for othet purposes

Be 1t enacted by the Senate and Ilouse of Representatives of
of the United States of America in Congress ascembled, That
notwithstanding section 7307 of title 10, United States Code,
or any other law, the President may lend to friendly foreign

- nations, on such terms and conditions as he deems appropri-
ate, ships from the reserve fleet as follows:

{1) Tialy, two submarines, and (2} Spain, one helicopter
carrier.

3mc, 2. All expenses involved in the activation, rehabilita-
tion, and outfitting (including repairs, alterstions, and
logistic support) of vessels transferred under this Act shall
be charged to funds provided by the recipient government
under the reimbursabie provisions of the Foreign Assistance
Act of 1061, as amended, or successor legislation,

Swrg. 3. All loans exeented under this Act shall be {or peni-
ods not exceeding five years, but the President miay in his dis-
cretion extond such loans for an additional period of not
more than five years. . They shall be made on the condition
that they may be terminated at an earlier date if necessitated
by the defense requirements of the United States,

Sec. 4. No loan may be made under this Act unless the
Secretary of Defense, after eonsultation with the Joint Chiefs
-of Stafl, determines.that such loan is in the best intorest of
the United States. The Secretary of Defense shall keep the
Congress currently advised of all loans made under anthor-
ity of this Act,

8w, 5. The President may promulgate such rules and reg-
ulations as he deems necessary-to carry out the provizions of
this Act.- .

Sro. 6. The authority of the President to lend naval ves-
sels under this Act terminates on December 31, 1967.
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. CHANGES IN

EXISTING LAW

In compliance with clause 3 of rule XIII of the Rules of the House of Representatives, there is herew ith pnnted
in parallel columns the text of provisions of exxstmg law which would be repealed or amended by the vaviviis provision

of the bill as reported:
EXISTING LAW

e e (30 TLB.C. ch. 633, Naval Vessels)

* * * * *

Sec. 7307. RestricTion oN pisrosat. (a) Notwith-
standing any other provision of law, no_battleship, air-
craft carrier, cruiser, destroyer, or submarine of the Navy
may be soid tranmexred or otherwise disposed of, unless
the Chief of Naval Operatxons certifies that it Is not essen-
“tial 1o the defense-of -the United States. -

(b) Without authority from Congress grs,nted after
March 10, 1951, no battleship, aireraft carrier, criiser,
destroyer, or submarine that has not been stricken from
the Naval Vessel Register under section 7304 of this title,
nor ony interest of the United States in such a v essel, may
be sold, transferred, or otherwise disposed of under any

law.
* * * £ E 3

THE BILL AS REPORTED
H R. 7812

That, notw1thstand1nv sect.lon t301 of tlﬂe 10 United

States Code, or any, other law, the President may lend to
friendly foreign nations, on buch terms and conditions as
he deems appropnate, ships from the reserve fHeet as
follows:

(1) Italy, two bubmamnes and (2) Spain, one helicopter
carrier.

Sec, 2. All expenses mvoh ed in the actlvatlon “reha-

bilitation, and outfitting (including repairs. alterations,
and logistic support) of vessels transferred under this Act

_shall be charged to funds provided by the reeipient

government under the reimbursable provisions of the
Foreign Assistance Act of 1961, as amended, or sucecessor
Ieghlatlon

Approved For Release 2003/10/15 : CIA-RDP67B00446R000500260001-8
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Sue. 3. All loans executed under this Act shall be for
eriods not exceeding five years, but the President may in
is discretion extend such loans for an additional period of

not more than five years. They shall be made on the

condition that they may be terminated at an earlier date

%f necessitated by the defense requirements of the United
tates.

Skc. 4. No loan may be made under this Act unless the
Secretary of Defense, after consultation with the Joint
Chiefs of Staff, determines that such loan is in the best
interest of the United States. The Secretary of Defense
shall keep the Congress eurrently advised of all loans
made under authority of this Act.

Sme. 5. The President may promulgate such rules and
regulations as he deems necessary to carry out the pro-
visions of this Act.

Sec. 6. The authority of the President to lend naval
vessels under this Act terminates on December 31, 1967.
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89rr Coweress | HOUSE OF REPRESENTATIVES Rerporr
18t Session : : No. 622

AUTHORIZING THE SALE OR LOAN OF NAVAL VESSELS
TO FRIENDLY LATIN AMERICAN COUNTRIES

Jury 15, 1965.~-Committed to the Committee of the Whole House on the State
of the Union and ordered to bo printed

Mr. Rrivers of South Carolina, from the Commitiee on Armed
Services, submitted the following

REPORT

{To accompany IL.IR. 7811]

. The Committee on Armed Services, to whom was referred the bill
(IL.IX. 7811) to authorize the sale or loan of naval vessels to friendly
Latin American countries, and for other purposes, having considered
the same, report favorably thereon without amendment and recom-
mend, that the bill do pass.
. PURPOSE O THE LEGISLATION, A

The proposed legislation would authorize the sale or loan of 12
vessels  of the destroyer and Submarine categories of the reserve
fleet to certain friendly Latin American counfries. This authority
is requested 10 enable the Liatin American navies to continué replace-
ment of obgolete ships and standardization on general purpose units
suitable and effective for poacetime surveillanés ‘of coastal waters,
support of counterinsurgency operations in ¢oastal areas, and wartime
patrol of convoy routes along their coasts.

TRAINING EXERCISE -

-The annual United States-South American ASW training exercises
(UNITAS VI is scheduled for fall 1965) have demonstrated the value
of standardizing equipment and training to improve the collective
strength of United States-South American naval forces. '

- 60-008
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, o . SUMMARY
"The President desires authority to loan or sell 12 ships to the follow-
ing South American countries:

Argentine_ _________._ e mm— - [ e @ 3 destroyers.
Brazil e 4 destroyers.
Chile_ - .. Lo emeeee B 2 destroycrs.
Peru____ .. . oo e 2 destroyers.
Venczuela_ - _ __________. I, S [ 1 submarine.

The destroyers to be loaned or sold are of th§ Fletcher class (2,100
tons). The submarine is of the Balao class (1,500 tons). ‘

COST

"The cost of this bill will be between $38 and $80 million depending
upon the extent of overhaul and modification performed, and whether
title to the ships is purchased by the recipient ‘countries. This cost
will be borne entirely by the recipient countries.

GOLD INFLOW

This bill will result in a minimjum of $38 million or maximum of $380
million favorable flow of gold depending upon the considerations set
out immediately above. ‘ ;

BACKGROUND OF SHIP LOAN PROGRAM
The law '

Prior to 1951, U.i3, naval vessels were transferred to friendly foreign
nations under the provisions of the Mutual Assistance Defense Act of
1949, as smended. In 1951, the Congress passed Public Law 82-3
(10 U.8.C. 7307). This law, as codified, is as follows:

REesTrICTION ON DIsPosAL. (a) Notwithstanding any other
provision of law, no battleship, aircraft carrier, cruiser, de-
stroyer, or submarine of the Navy may be sold, transferred,
or otherwise disposed of, unless the Chief of Naval Opera-
tions certifies that it is not essential to the defense of the
United States. : .

(b) Without authority from Corigress granted after March
10, 1951, no battleship, aircraft carrier, cruiser, destroyer, or
submarine that has not been stricken from the Naval Vessel
Register under section 7304 of this title, nor any interest of
the United States in such al vessel, may be sold, transferred,
of otherwise disposed of under any law.

Since that time, L7 laws relating to ship transfers have been enacted
by the Congress. Eleven of these provided authority for new loans
and extensions of existing loans and the other six dealt with loan
extensions only. ‘

Transfers to date

These laws have authorized the loan of 94 ships, the transfer of 9
ships, and the sale of 4 ships. Of the 94 ships authorized for loan 72
have actually beer. loaned; of the 4 ships authorized for sale, 1 has
been sold; all of the 9 ships’ transfers have been effected.
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Expenditures and receipts to date

To date, ship loan laws have invelved an expendlture of $158,981,000
in the- actw&tlon rehabilitation, and outfitting of vessels.

On the other side ‘of the 1edner the United States has roceived
$41,406,345 from the sale of & submarine to Venczuela and from the
m,tw&tlon rehabilitation, and outfitting of vessels which have been
paid for by the rcmplent countrics,

TYPICAL COSTS

The cost of activation, overhaul, and rehabilitation of a destroyer
varies betweon $2.3 and $3.7 million. The higher figure would be
applicable to a ship which was also modernized.

Similar costs for a submarine are $3.7 million unless there is a
snorkel conversion and fairwater streamlining in which event the
cost is $5 million. These costs are typicul u,nd.g vary somewhat from
ship to ship. Some of the ships in this bill, however, may bave only
austere rehabilitation and in these cases, the cost per ship will be
much legs.

Ships on loan to foreign countries contatined in this bill as of June I, 1965

Num-

Country ber Ship Authorlty Delivory Expiration
and date date
type

Argentina.._.| 2-88 Tamproy, S8-372..... Public Law 85-532, TTAS | July 21,1960 3\ July 21,1970
: 4465 extended Public |
Law 88-437.
Macabi, 88-375.. .. |..... {5 10 Aug. 11,1900 (LAug, 11,1070
3-DD | Ieermann, DD-632. .. Ptiblic Law 856-632, TIAS | Aug. 7,1861 | Aug. 7,1086
e — Aug, 14,1981 | Aug, 14,1066
Stembel, PD-044___ | b0 | do. ..o Do,
Brazil........ 48 | Mugkallunge, S8-262.. Publilc g;lmar 84-484, TIAS | Jan. 18,1957 | Jun, 18,1067
Paddle, 88-263...__._|..__ R SR [ Do.
Sandlance, 88-381_____ Publie Law 85-632, TIAS | Sopt. 7 1083 | Sept. 7,1968
Plales, 88-300.......|-.... c1 .......................... L1 S Do, :
&1 | Guest, DD~472........ Public Law 85-632, TIAS | June 5,1950 |LFune B, 1609
4437 extended Public
Law 88 437, :
Tennett, DD—473 __________ s [ S Dec. 15,1959 [* Dec, 15,2069
] Cushing, DD-797_..._ ]?ubliu Taw 86-632, TIAS | July 20,1961 | July 20,1906
- Ialley, D886 . cneo|aa-n o 1 .................................. Do.
Chile_._-____ 2-88 Springer, 88414 __ .. __ Pl;bl}ac Lew 85-632, TIAS | Jan. 23 1961 | Jan. 23,1040
Spot, S8-413. .- 1’1;2‘)220 Law 86-582, TIAS | Jan. 12,1802 | Jan. 12,1967
2-DD | Wadlelgh, PD-880____|____. L S Tuly 26,1962 | Taly 26,1667
Rooks, DI} 804 ...|-_.-. L1 YNV PR do__.._. Do,
Pert. eean 2-DD | Benham, DD-706_.... Public Law 856-532, ’I‘IAS Doc. 15,1960 |t Dec. 15,1870
4602 extended Public
Law 88-437.

Ishorwood, DD-520__ . Puhlic Law 85-532, TTAS | Oct. 8,1061 | Oct. 81908
Venezuela &___|.o...cow )

i Logislation autherized 5-your oxtension.
2 No U.B, ships on loan.

Approved For Release 2003/10/15 : CIA-RDP67B00446R000500260001-8



Approved For ReleaseﬁOOﬁ?WSVEaﬂ %B%E?W&Zsﬁ&dﬁsﬁﬁ%’&d& CQUNTRIES

Detailed costs of proposed legislation (no cast to Uniled States)

[Tr: millions}
KNum- Activation Matorial Overall
Country ber Type | ormodi- Spares total Tralning total
fleation .

Argentina_______.________ 3| Db $15.99 §1.08 T$17.07 $0.21 §17.28

Brazll 4 D 2132 1.44 ¢ 22,76 .28 23. 04

! Chile_____ 21 DD 110. 66 .7 i 1L38 L4 11, 52
Pern. e 21 BD i10.066 Ji2 ;11,38 L 11, 52

Yenezuela. . .. .. ... 1|88 5,00 L8 [ %] 07 532

Tobal. oo e e SRR IR I SR P — 48, 68

VARIATION IN SHIP LOAN REACTIVATION CORTS

The reactlvatlon/overhaul/madelmzutlon costs for the ships pro-
posed for loan to Latin American countries in H.R. 7811 is estimated
to vary from a minimum of $38 million to & maximum of $80 million.
The reasons for the variance in cost esumams are many; the most
pertinent being: ‘

Purchase of title ! :

The option to purchase title 13 given to the Latln American govern-
ment in the pro osed legislation: with the prices. fixed at not less than
%1 million per's The total icost estimates,itherefore, could vary
as much as $12 mﬂhon for . R 7811, ;

Condition. of hull

The condition of the hull and| machmery varies betweon ships due
to age; time in active service, delerioration in inothballs, ete. Only
after each ship selected for loa.n/sale has been inspected by technical
personnel can aceurate estimates be given for ﬂ.cthﬂ.tIOIl and overhaul
costs of the hull and machmery

Obsolete equipment ,eplacement

The length of time since the sh1p was active and thc type of equip-
ment installed, such as radars, radios, fire control equipment, ete., will
influence the amount of cqmpment, that must be replaced. Certain
obsolote equipment must be replaced to insure that spare parts are
available and thus the ship is logistically support,nble after activation.

Modem%zatwn

If the remplent ecountr desn‘eh more Todern anmmrcmft ¢uns such
as 3-inch 50’s, or & snorkle and fairwater streamlining for a submamm
or more powcrful sonar, ete., the total cost will vary greatly. Addi
tionally, recipient countries may (desire various &ltel ations to improve
the effectiveness of a vessel.

Fatent of overhaul

There may a,lao be dl[l'elenccs in the :Lmount of overhaul work
accomg)hshed in U.8, shipyards. The capability of recipient countries
to perform 11m1tcd overhaul Work in their own shipyards would lessen
the amount done in the United States thus decreasing the estimated
costs.

Spare parts

The depth and range of spare par urchabed to support the shi
Approved For Releas&:2003£:6¢15 wTI ARD! E&BQBMSRQEO&QZGOOO gp P
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Consumable stores

The amount of consumable stores purchased will also change the
total cost to the recipient governments.

To avoid later embarrassment incident to increases in estimated
costs, the figure of $68.68 million was chosen, which is an educated
guess based on the maximum cost estimates for activation/overhaul/
modernization of the ships involved, The total of $68.68 million was

was derived as follows:
[In millions)
11 destroyers:
Activation/overhaul/modernization with 3-ineh 50 guns, $5.33 each__ $58. 63
Concurrent spare parts, $0.36 each .. _______________.... 3. 96
Training of ship erews, $0.07 each_ _ o iiiaeaaoa- 77

Destroyers total. o o e 63. 36

1 submarine:
Activation/overhaul/modoernization with snorkle and fairwater stream-

Mning . o dmaemmmmeaaa—caaac 5.0
Coneurrent spare parts_ . o ;cceuaaecm e ccemam—memn .25

- Training of ships erew_._ .. .07
Bubmarine $ot8) . e v .. oo e 5.32
H.R. 7811, grand total - _____ o eae.. 68. 68

NoTE.~These figures do not inelude tho cost of $1,000,000 per ship if title is purehased,
RESERVE FLEET

Of the typos of ships contemplated for loan or sale in this bill, we
now have in the reserve fleet 134 destroyers and 9 submarines.

U.5. WORLDWIDE COMMITMENTS

The U.S. worldwide defense commitments have required large allo-
cations of our resources of manpower, equipment, and money. It is
our goal to obtain a larger and more equitable allied participation in
and contribution to frec-world defense, with a corresponding decrease
in inequitably high American costs. The proposed ship transfers
support that goal.

Ships now contributing only potential readiness in our reserve fleet
can be converted to actual operational naval strength in the hands of
our allies. These reserve fleet ships have a U.S. mobilization role;
however, from a strictly military evaluation they are a better asset
when overhauled and modernized to an appropriate degroo, strategi-~
cally %@Spersed throughout the world, and operational in the hands of
our allies,

Validation of need

For each proposed loan or sale, the military requirement tor ships
has been thoroughly validated by the eountry team, the unified
commander, and the Joint Chiefs of Stafl.

Ability to operate ships _
It has been determined that the recipient country has both the
manpower and technical ability to operate the ships efficiently and

effectivelgr. The committee is advised that a concurrent request
through diplomatic channels for the loan or sale has assured that there
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the country team, she unified commander has reviewed the proposed
ship loan or sale to insure that it is in accordance with theater plans.
Subsequentily, the other military departments; the Departments of
Defense and State, and the Bureau of the Budget, by their approval,
have given assurance that the proposal fully supports U.S. policy and
objectives. :
FEeonomical and effective ;

T'his bill, containing the proposed loan or sale of 11 destroyers and
1 submarine to Sonth American countries, at no cost to the United
States, provides the most economical and effective means by which
the United States can assist these navies to improve their forces.

Replacement of obsolete ships ‘ :

The vessels authorized by this bill would enable Latin American
navies to continue replacement of obsolete ships and standardize on
general purpose units suitable and effective for peacetime surveillance
of coastal waters, support of counterinsurgency operations in cosstal
arens, and wartime patrol of comrvoy routes along their coasts. Since
T.S. naval forces are insuflicient to allow the U.S. Navy to assume the
ASW role in these areas, the vessels provided under this bill will allow
the Latin American navies to fill this important role. The annual
United States-South American; ASW {raining exercises (UNITAS
series) have demonstrated the value of standardizing equipment and
training to improve the collective strength ofl® United States-South
American naval forces, : ;

Law of 1968 |

(Cloncomitant with the ship loans under the 1958 law (Public Law
85-532), South American countries scrapped, laid up, or inactivated
tonnage far beyond that received in loan. Testimony received by the
committee [rom the Secretary of the Navy indicates that additional
obsolete ships would be serapped should the Congress approve this
bill. The loan or sale of these ships would thus result in a quantitative
reduction in their navies while greatly inereasing their efliciency.
The alternative apears to be o growing obsolescence of their ships, a
degrading of the Latin American naval role, and perhaps their turning
to other countries for support.
Option to purchase | :

In this bill, the South American countrics would have the option to
purchase the ships. Under that option, the ships involved would be
stricken from the Mavy list, and soﬁd for not less than $1 million each
over and above the costs of activation, overhaul, or modification.
Upon full payment by the recipient, such sales would be final and no
recall of the ships would apply. | :

MUTUAL ADVANTAGES

Internal and external security.—The committee was informed that
the ships proposed for loan under this bill will be used by the recipient
countries to discharge naval responsibilities assumed by them in their
areas. These ships will assist the recipiont countries in maintaining
their own internal security, in protecting their coasts and coastal lines

communication, and in _})roteétingﬁsea lines of communication.

: f
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Antisubmarine capability.— Tho Department-of Defenge regards as
important the achievement of a strong antisubmarine capability in
the areas where these ships would be loaned. Any contitbution by
the recipient countries to offsetting a prospective sabmarine threat
would enhance the total defense capability of the free world.. To the
extent that recipient countries develop an antisubmarine capability,
U.S. naval forces will be freed from certain antisubmarine tasks,

Readiness and maintenance.~—Although the U.S. Navy Reserve fleet
1s a source of potential naval strength, this potentiality would bocome
actual naval strength if all the ships could be adequately manned,
operated, and mamtained in an active status. The cost of sueh
operation by the United States is prohibitive in poacetime.  Operation
and maintenance of the vessels by allies can assist in keeping the
equipment ready for use and in good eondition. :

Deployment—Obviously, it is important to have nawval forces
properly positioned to counter an enemy threat. If the allies to whom
the ships are to be lonned have the vessels functioning at the outbreak
of any hostilitics, time will be saved in tho positioning of ships in the
geographical areas where they are to be used.

Duspersion of our reserve fleet.—The T.S. Navy reserve fleet has
been dispersed as widely as available berthing space and reasonable
access to repair and overhiaul facilities for periodic ‘rehabilitation
would permit. "The loan of the ships that are the subject of this bill
would tend to reduce undesirable concentration of reserve vessols.

LErtension of U.S. influence—The recipients of other loans of U.S.
ships have adopted U.S. Nuvy doctrines and standards of operation
and maintenance. This result has come about under the personnel
tralning program carried out before and after transfer of the ships.
During such trnining, naval personnel of foreign nations have the
opportunity to observe U.S., Navy organizations in action and to
observe Amorica and Americans during their periods of leave and
liberty. The officers and men who receive this training will provide
the loadership for their navies in the yoears to come. '

RECIPIENT NATIONS

Requests received.—Since World War II, the United States has
received many requests for ships from foreign countries. These
requests have been evaluated in torms of the neods of the requesting
countries, mobilization requirements of the United States, world-
wide demands on our resources, and the availability of mutual defense
assistance funds, : . _

Ships proposed for loan under this bill will satisfy some of the more
urgent requests that have been considered. 'T'he ships that are pro-
posed for transfer undor the hill are part of our mobilization base but
thoy will be in possession of allies and not lost to the United States.

Ability of countries to use—The ability of the countries concerned
to operate those vessels properly has been checked by the country
teams composed of the U.S. ambassador, the chiof of the military
assistance advisory group, and the U.S. operations mission in oach
country involved. They have demonstrated their ability in operating
with U.S. naval forces in UNTTAS training exorcises over the last
5 years.
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AGREEMENTS WITH ﬁ‘OREIGN CDUNTi{IES

Formal agreement ! j

It is proposed that, upon enactment of the billiinto law, a formal
agreement will be concluded by the State Department with the re-
cipient foreign government. 1t will be for a term of 5 years and if
requested by the recipient government, the loan may be extended for
an additional 5 years at the discretion of the Presicdent. The agree-
ment will stipulate thet the ships be used in accordsnce with the condi-
tions of the mutual defense assistance agreement. The recipient
government will have ase of all equipment and spare parts on board the
ships at the time of the delivery, but title remains in the United States
even though the ships may be placed under the recipient government’s
flag. Possession of the ships will not be relinquished without consent
of the United States, and no claims arising as a result of transfer and
operation of the ships may be assessed against the United States.

Right to repossess | :

The United States may repossess those ships atiany time if necessi-
tated by its own emesgency defense requirements.i At the expiration
of the loan, the ships will be returned in the same condition as when
loaned, except for fair wear and tear, but if a ship is damaged or lost
through enemy action, the recipient country is exempt from liability
for such damage or lcss. : :

'RIENDLY FOREIGN NATIONS |

Ultimate respopsibility for determination of au “friendly foreign
nation” is vested in the President by the Foreign Assistance Act of
1961, section 503, which states inter alia: !

The President is authorized to furnish military assistance
on such terms and conditions as he may determine, to any
friendly country or international organization, the assisting
of which the President finds will strengthen the sccurity of

the United States and promote world peace and which is
otherwise eligibl» to reccive such assistance, * * ok

Similar authority is contained in section 507 regarding military
sales. In this case, the “sale’ is for goods and services; i.e., equip-
ment and repairs used in activating and overhauling the ship.

The definition is detailed further within the act of 1961 in sogtion
506 where certain conditions of eligibility are! prescribed. These
conditions are applicd continuously to all countties eligible for both
orant aid and sales by the Departments of State and Defense to insure
that recipients are ‘‘friendly” and that such military assistance is in
keeping with military and political objectives of the United States.
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Tus ForEIGN AssISTANCE Acr oF 1961, as AMENDED,
: Parr II, CuarTER 2

MILITARY ASBISTANCE

SEcTION 506. CONDITION OF ErrareLity.—(a) In addition
to such other provisions as the President may require, no
defense articles shall be furnished to any country on a erant
basis unless it shall have agreed that— '

(1) it will not, without the consent of the President—

{(A) permit any use of such articles by anyone not
an officer, employee, or agent of that country,
‘ (B) transfer, or permit any officer, employee, or
‘ agent of that country to transfer such articles by
gift, sale, or otherwise, or
(C) use or permit the use of such articles for
purposes other than those for which furnished:

(2) it will maintain the security of such articles, and
will provide substantially the same degree of security
protection afforded to such articles by the United
States Government;

(3) it will, as the President may require, permit con-
tinuous observation and review by, and furnish necessary
information to, representatives of the United States
Government with regard to the use of such articles; and

(4) unless the President consents to other disposition,
it will return to the United States Government for such
use or disposition as the President considers in the best
interests of the United States, such articles which are no
longer needed for the purposes for which furnished.

* #* E * £ *

SecrioNn 507. Sanes.—(a) The President may furnish
defense articles from. the stocks of the Department of Defense
and defense services to any friendly country or international
organization, without reimbursement from funds made avail-
able for use under this part, if such country or international
organization agrees to pay not less than the value thereof in
United States dollars. gayment shall be made in advance
or, as determined by the President to be in the best interests
of the United States, within a reasonable period not to exceed
three years after the delivery of the defense articles, or the
provision of the defense services, For the purposes of this
subsection, the value of excess defense arti(ﬁ)es shall be not
less than (1) the value specified in section 644(m)¢1) plus
the scrap value, or (2) tEe market value, if ascertainable,
whichever is the greater.

(b) The President may, without requirement for charge to
any appropriation or contract authorization otherwise
provided, enter into contracts for the procurement of defense
articles or defense services for sale to any friendly country
or international organization if such country or international
organization provides the United States Government with
a dependable undertaking (1) to pay the full amount of such
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contract which will assure the] United States! Government
against any loss on the contryet, and (2) to make funds
available in such amounts and at such times us may be
required to meet the payments required by the coniract,
and any damages and costs that may accrue from the can-
cellation of such contract, in advance of the time such pay-
ments, damages, or costs are due. No sales of unclassified
dofense articles shall be made to the government of any
economically developed nation under the provisions of this
subsection unless such articles are not generally available
for purchase by such nations:from commercial sources in
the United States: Provided, however, That the Secretary
of Defense may waive the provisions of this sentence when he
Jdetermines that the waiver of such provisions is in the national
interest. i !

FISCAL DATA

This bill will not involve the expenditure of any Federal funds for
the activation, overhaul, and modification of these;ships,

Tt is estimated that costs of the proposed sales or loans covered in
the draft bill will vary from a minirham of $38 million to a maximum
of $80 million, dependcnt upon the extent of overhaul and modification
desired, and whether title to the ships is purchased by the recipient
conntries. The costs for nctivation and rehabilitation of the vessels
will be charged to funds provided By the recipient governmont under
the reimbursable provisions of the Iforeign Assistanee Aet of 1961, as
amended, or successo> legislation, = All future costs of maintenance
and overhaul will be paid by the recipient government.

_ DEPARTMENTAL DATA !

This bill is & part of the Department of Defense legislative program
for the 89th Congress. The Bureau of the Budget bas no objection
to this legislation. Below is set out a letter dated April 27, 1965,
from Secretary of the Navy Paul H. Nitze which is made a patt of
this report, i :

DurarTMENT OF THE NAVY,
(FFICE OF THE :SECRETARY,
Washington, D.C., April 27, 1965.
Hon. Joaxy W. McCorMACK, :
Speaker of the Iouse of Representatives, Washington, 1).C.

My Drar M. Spuaxer: There is forwarded herewith o dralt of
proposed legislation to authorize the sale or loan iof naval vessels to
friendly Latin American countries, and for other purposes.

This proposal is a part of the Department of Defense legislative -
program for the 80th Congress, sm%s it is related tothe mutual defense
and development prozram. The Bureau of the Budget advises that,
from the standpoint of the administration’s program, there is no
objection to the presentation of this pro osal for the consideration of
the Congress.  The Department of the Navy has;been designated as
the representative of the Department of Defense for this legislation.
Tt is recommended that this proposal be enacted by the Clongress.
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e 'PURPOSE OF THT LEGISLATION

The proposed legislation would authorize the sale or loam of 12
vessels of the destroyer and submarino categories of the reserve flect
to certain friendly Latin American countries. This authority is
requested to enable the Latin American navies to continue replace-
ment of obsolete ships and standavdization on general-purpose units
suitable and effective for peacetime surveillanco of coastal waters,
support of counterinsurgency operations in coastal arcas, and wartime
patrol of convoy routés along their coasts. The annual U.3.-South
American ASW training exercizes (UNITAS VI is scheduled for fall
1965) have demonstrated the value of standardizing equipment and
training to improve the collective strength of U.S.-South Ameorican
naval forces.

The following factors were considered bofore the sales or loans were
proposed. First, it was dotermined that the transfer of ships for the
specific intended uses of this legislation would not adversely affect
the U.S. Navy’s military capability and is in keeping with U.8.
national policy. The proposals were then examined in relation to the
naval tasks which the nations will be performing under their bilateral
and muliilateral agreements, Finally, an appraisal was made of the
countries’ demonstrated will to provide for their own defense and
available manpower in conjunction with their capability to operate
the ships, and tho countries’ economies. These factors have been
weighed in the field by the U.S. Ambussador and tho chief of the
military assistance advigory group in each country, by the Commander
in Chief, Southern Command, and by the Departments of Defense
and State: At each of the levels it was determined that it is to our
advantage to initiate the sales or loans as they aro the most economical
and effective monns by which the United States can assist these navies
to meet their force improvement program.

COST AND BUDGET DATA

Tt is estimated that costs of the proposed sales or loans covered in
the draft bill will vary from a minimum of $38 million to a niaximum
of 880 million, dependent upon the extent of overhaul and modifica-
tion desired, and whother title to the ships is purchased by the ro-
cipiont countries. The costs for activation and rehabilitation of the
vessels will be charged to funds provided by the recipient government
under the reimbursable provisions of the Forcign Assistance Act of
1961, as amended, or successor legislation. All future costs of
maintenance and overhaul will be paid by the recipient government.

Sineerely yours, .
Pavr H. Nirzg,
Secretary of the Nawvy.
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A BILL To authorize the sale or loan of naval vessels to friendly Latin
American countries, and for other purposes

Be it enacted by the Senate and House of Representatives of
the United States of dmerica ip Congress assemﬁ’ed, That not-
withstanding section 7307 of title 10, United States Code,
or any other lsw, the President may sell or lend, at his
diseretion, to friendly foreign nations of Latin America from
the Reserve Fleet, on such terms and conditions as he deems
appropriate, destroyers and submarines as follows:

(1) Argentina, three destroyers, (2) Brazil, four destroyers,
(3) Chile, two destroyers, (4) Pern, two 'destroyers, (5)
Veneczueln, one submarine. | :

Sec. 2. All expenses involved in the activation, rehabili-
tation, and outfitting (including  repairs, alterations, and
logistic support) of vessels transforred undei this Act shall
be charged to funds provided by the recipient government
under the reimbuarsable provisions of the Foreign Assistance
Act of 1961, as emended, or successor legislation.

Sec. 3. Notwithstanding sections 7304 and 7305 of title
10, United States Code, should the President determine that
the vessel or vessels shall be sold to the recipient government,
said vessel or vessels shall be stricken from the Naval Vessel
Register. The vessel or vessels shall be sold at not less
than one million dollars each over and above any cost of
activation, overbaul, or modification. All sales will be made
pursuant to the Foreign Assistance Act of 1981, as amended,
or suceossor legislation. | :

Sec. 4. All Joans executed under this Act shall be for
periods not exceeding five years, but the President may in
his diseretion extend such loans for an additional period of
not more than five years. 'They shall bel made on the
condition that they may be terminated at an earlier date if
gecessimted by tﬁe defense requirements of the United
States.

SEc. 5. No sale or loan may be made under this Act unless
the Secretary of Defense, after consultation ‘with the Joint
Chiefs of Staff, determines that such sale or loan is in the
best interest of the United States. The Secretary of Defense
shall keep the Cengress currently advised of all sales or loans
made under authority of this Aect. ?

SeEc. 6. The President may promulgate such rules and
regulations as he deems necessary to carry out the provisions
of this Act. :

Swe. 7. The authority of the President to sell or lend naval
vessels under this Act terminates on December 31, 1967,
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CHANGES IN EXISTING LAW

In compliance with clause 3 of rule XIII of the Rules of the House of Representatives, there is herewith printed
in parallel columns the text of provisions of existing law which would be repealed or amended by the various provisions

of the bill as reported:
EXISTING LAW

(10 US.C. ch. 633, Naval Vessels)

* * * * *

Sgc. 7307. BusTRICTION OX DIsPOsaL. (a) Notwith-
standing any other provision of law, no battleship, air-
craft carrier, cruiser, destroyer, or submarine of the Navy
may be sold, transferred, or otherwise disposed of, unless
the Chhief of Naval Operations certifies that it is not essen-
tial to the defense of the United States.

(b) Without authority from Congress oranted after
Mareh 10, 1951, no batileship, aireraft carrier, cruiser,
destroyer, or submarine that has not been stricken from
the Naval Vessel Register under section 7304 of this title,
por any interest of the United States in such a vessel, may
be sold, transferred, or otherwise disposed of under any

law.
* * * *® *

THE BILL AS REPORTED

That notwithstanding section 7307 of title 10, TUnited
Siates Code, or any other law, the President may sell or
lend, at his discretion, to friendly foreign nations of Latin
Americs from the reserve fleet, on such terms and condi-
tions as he deems appropriate, destroyers and submarines
as follows: _

{1) Argentina, three destroyers, (2) Brazil, four de-
stroyers, (3) Chile, two destroyers, (4) Peru, two destroy-
ers, (5) Venezuela, one submarine. :

Sme. 2.-All expenses involved in the activation, reha-
bilitation, and outfitting (including Tepairs, alterations,
and logistic support) of vessels transferred under this Act
shall be eharged to funds provided by the recipient govern-
ment under the reimbursable provisions of the Foreign
Assistance Act of 1961, as amended, or successor Jegisla-
tion.
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EXISTING LAW

THE BILL A8 REPORTED

Sec. 3. Notwithstanding sections 7304 and 7305 of
title 10, United States Code, should the President deter-
mine thet the vessel or vessels shall be sold to the recipient

overnment, said vessel or vessels shall be stricken from the

Vaval Vessel Register. The vessel or vessels shall be sold
at not less than $1,000,000 each over and above any ¢ost
of acfivation, overhaul or medification. Al zales will be
made pursuant to the Foreign Assistance Act of 1961, as
amended, or successor legislation.

Sec. 4. All loans executed under this Act shall be for
periods not exceeding five vears, but the President may in
his discretion extend such loans Tor an additional period of

..ot more than five years. . Thev shall be made on-the con--

dition that they may be terminated at an earlier date if
necessitated. by the defense requirements of the United
States.

Skc. 5. No sale or loan may be made under this Act
unless the Secretary of Defense, after consultation with the
Joint Chiefs of Staff, determines that such sale or loan is in

the best interests of the United States,. . The Secretary of -

Defense shall keep the Congress currently advised of all
sales or loans made under authority of this Act.

Sgc. 6. The President may promulgate such rules and
regulations as he deems necessary to earry out the pro-
visions of this Act.

Sec. 7. The authority of the President to sell or lend
naval vessels under this Act terminates on December 21,
1967. ' '
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89111 CoNGRESS SENATE Rrronr
1st Session. No. 781

LOAN OF NAVAL VESSELS TO FRIENDLY FOREIGN
COUNTRIES

Spproveer 23 (legislative day, SEpTEMBER 20), 1965.—Ordered to be printed

Mr. RusseLy, from the Committee on Armed Services, submitted the
following -

REPORT
[To accompany IL.R. 7812]

The Committee on Armed Services, to which was referred the bill
(H.R. 7812) to suthorize the loan of naval vessels to friendly foreign
countries, and for other purposes, having considered the same,
reports favorably.thereon with an amendment and recommends that
the bill as amended do pass.

AMENDMENT

The bill is amended by striking all after the énﬂ,cting clause and
inserting new language in the nature of & substitute.

EXPLANATION OF THE AMENDMENT

The committec recommendations include a part of three different
bills ¢hat would have authorized the loan of 21 ships. The loans
approved by the committeo, totaling 11 ships, have been consolidated
and included as an amendment to H.RR. 7812.

PURPOSE

The bill as amended would authorize the loan of 11 ships to the
following counntries:

Argentina___ .. .- o e e — = e 2 destroyers.
BIaZIL o o e o e e A mm i m e m e e mm i m—m e mm 3 destroyers.
Ttaly..ocm- e e mmme e — 2 submarines.
Spain. _.--- e e mmmm—mmm—mmmmmme 1 helicopter carricr.
Philippines - - - o oo oo e 1 destroyer oscort.
Ty o S 2 destroyers.

Tho destroyers to be loaned or sold are of the Fletcher class (2,100
and the submarine is of the Balao elass (1,500 tons).

£
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BACKGROUND
The law ‘ ?

Before 1951 U.S. Naval vessals could be transferred to friendly
foreigh nations under the provisions of the Mutual Assistance Defense
Act of 1940, as mmended. Public Law 82-3, which was approved
in 1951, the text of which appears in section 7307 of title 10, United
States Code, requires that a battleship, carrier, eruiser, destroyer, or
submarine that has not been struck from the Naval Register may
not be sold, transferred, or otherwise disposed, of without express
congressional approval, j ; '

Since 1951 Congress has enacted 17 laws relating to ship transfers.
Eleven of these laws provided authority for new loans and extensions
of existing loans anc the other six dealt with loan extensions only.
Summary of transfers ;

The 17 laws relating to ship transfers enacted since 1951 have
authorized the loan of 94 ships, the transfer of § ships, and the sale
of 4 ships. Ot the 94 ships authorized for loan, 72 have actually
been loaned. Of the four sl}ﬁps authorized for sale, one has been sold.
All of the nine ships authorized for transfer have been transferred.

Bequests received ; ]

Since World War IT the United States has received many requests
for ships from foreign countries., These requests have been ovalu-
ated in terms of the needs of the requesting countries, mobilization
requirements of the United States, worldwide demands on our
resources, and the cvnilability of mutual defense assistance funds.

Ships proposed for loan under this bill will satisfy some of the more
urgent reqnests that have been considered. The ships that are pro-
posed for loan under the bill are!part of our mdbilization base, but
they will be in the possession of allies and not lost by the United States.

Definition of a “friendly foreign nation” :

Responsibility for determination of a “friend}fr foreign nation” is
vested in the President by sections 503, 506, and 507 of the Foreign
|

Assistance Aet of 1961, ‘
TITLE I

This title authorizes the loan of two submarines to Italy and a
helicopter earrvier to Spain. ! :

The submarines will be used by Italy to replace obsolete submarines
now in its navy. The vessels to be {on,ned would improve the pro-
ficieney of the Ttalian antisubmarine warfare forces. Limited activa-
tion of the submarines will be accomplished in:the United States
before transfer to Ttaly where they will receive extensive overhaul
and modernization. i

The helicopter carrier will be used by Spasin to build an antisub-
marine warfare capability that would be helpful to the United States
in combating the threat posed by the submarine forces of potentially
hostile nations. The Spanish Government will pay the cost of
activation, overhaul, and modernization in 1.8, shipyards and will
buy helicopters for the carrier from the United States.

‘ |
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TITLE I1

This title authorizes the loan of two destroyers to Argentina and
three destroyers to Brazil.

These ships will be used by the recipient countries to replace
obsolete ships and to standardize on general purpose vessels that are
suitable and eflective for peacetime surveillance of coastal waters,
support of counterinsurgency operations in coastal areas, and wartime
patrol of convoy routes along the consts.

The bill gives Argentina and Bruzil the option to purchase the ships
at a price of not less than $1 million per ship.

TITLE III

This title would authorize the loan of one destroyer escort to the
Philippines and two destroyers to Turkey.

The destroyers will bo used by Turkey to meet responsibilitios
assigned to it by the North Atlantic Treaty Organization.

The destroyer escort for the Philippines is intended as a replacement
for the Philippine Navy flagship that was sunk during a typhoon in
the summer of 1964, This vessel will nlso provide a quicker response
aln.d a greater force than can now be provided by Philippine patrol
ships.

GENERAL PROVISIONS

The loan of the ships under authority of this bill may be for periods
not exceeding 5 years and the President may extend the period of the
loans for an additional period of not more than 5 years. All loan
agreements must contain a provision that tho loan can be terminated
it nocessitated by delenso requivements of the United States.

The loan or sale of the vessels must be preceded by a determination
by tho Secretary of Delense, after consultation with the Joint Chiefs
of Staff, that the loan or sale is in the best interest of the United States.
The Secretary of Defense is required to keep the Congress currently
informed of transfers made under authority of the bill.

The authority to sell or lond vessels would terminate on Decomber
31, 1967. This period of time is needed to provide for negotiation and
the orderly planning of activations and overhauls.

FINANCIAL TNFORMATION

The cost of the limited activation of the two submarines to be loaned
to Italy will be borne by the Italian Government. Tho Spanish
Government will pay the cost of activating the carrier —approximately
$10 million—and in addition, will buy helicopters costing $10 million
from. the United States. Hence there will be an inflow of gold of more
than $2¢ million,

The ships for Argentina and Brazil would result in a minimam of
$14.5 millon or a maximum of $28.5 million favorable flow of gold,
depending on the extent of overhaul and modification and whether the
recipient countries desire to purchase tho ghips,

Even the expense associated with ship loans that is grant aid would
be paid by the United States for work done in our own shipyards.
Consequently, there is no gold outflow.
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The cost of activating, overhauling, and rehfabilitating a destroyer
varies between $3.3 and $5.7 million and simildr costs for a destroyer
escort are betweer 82 and $2.7 million. These costs are typical and
vary somewhat from ship to ship. :

. 1 :
VIEW OF EXECUTIVE BRANCH

The oxecutive branch originally recommendéd ship loan legislation
in threo separate bills. This bill, as amended, does not contain all the
loans recommended but the committee was informed that the executive
branch supports authority for all the loans contained in the bill.
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CHANGES IN EXISTING LAW

In compliance with subsection 4 of rule XXIX of the Standing Rules of the Senate, there are printed below in
parallel columns the bill and existing law requiring congressional approval for the subject of this bill.

EXISTING LAW
{10 U.S.C. ch. 633, Naval Vessels)

* * * & 3

SEC. 7307. RESTRICTION ON DISPOSAL. {a) Notwith-
standing any other provision of law, no battleship, air-
craft carrier, erniser, destroyer, or submarine of the N avy
may be sold, transferred, or otherwise disposed of, unless
the Chief of Naval Operations certifies that it is not essen-
tial to the defense of the United States,

(b) Without authority from Congress granted after
Mareh 106, 1951, no battleship, aircraft carrier, eruiser,
destroyer, or submarine that has not been stricken from
the Naval Vessel Register under section 7 304 of this title,
nor any interest of the United States in such a vessel, may
be sold, transferred, or otherwise disposed of under any
law,

% * ¥ * *

THE BILL
TITLE I

Sec. 101. Notwithstanding section 7307 of title 10,
United States Code, or any other law, the President may
lend to friendly foreign nations, on such terms and eor.
ditions as he deems appropriate, ships from the reserve
fleet as follows:

(1) Ttaly, two submarines, and (2) Spain, one helicopter
carrier, :

Sec. 102. All expenses involved in the activation, reha-
bilitation, and outfitting (icluding repairs, alterations,
and logistic support) of vessels transferred under this title
shall be charged to funds provided by the recipient govern-
ment under the reimbursable provisions of the. Foreign
Assistance Aet of 1961, as amended, or successar
legislation. .

TITLE II

Sre. 201. N otwithstanding section 7307 of title 10,
United States Clode, or any other law, the President may
sell or lend, at his discretion, to friendly foreign nations of
Latin America from the reserve fleet, on such terms and
conditions as he deems appropriate, destroyers as follows:

(1) Argentina, two destroyers, Brazil, three destroyers.
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EXISTING LAW THE BILL
Sme. 202. All expenses involved in the activation, reba-
bilitation, and outfitting (including repairs, alterations,
and logistic support) of vessels transferred under this title
shall be charged to funds provided by the recipient govern-
ment under the reimbursable provisions of the Foreign
Assistance Act of 1961, as amended, or successor legisiation.
Spe. 203. Notwithstanding seetions 7304 and 7305 ot
title 10, United States Code, should the President detes-
mine that the veszel or vessels shall besold to the recipient
government, said vessel or vessels shall be siricken from
the Naval Vessel Register. The vessel or vessels shall be
cold at not less than $1,000.000 each over and above any
cost of activation, overhanl, or modification. All sales
will be made pursuant to the Foreign Assistance Act of
1961, as amended, or successor legislation.

TITLE III

SEc. 301. Notwithstanding section 7307 of title 10,
United States Code, or any other law, the President may
Tend to friendly foreign nations, on such terms and-condi-

tions as he deems appropriate, ships from the reserve
fleet as follows:

(1) Turkey, two destroyers, and (2) the Philippines,
one destroyer escort. _

Spe. 302, All expenses involved in the activation, re-
habilitation, and outfitting (including repairs, alterations,
and logistic support) of vessels transferred under this
title, shall be charged to funds programed for the recipient
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government, as grant military assistance, or as reimburs-
able, under the provisions of the Foreign Assistance Act
of 1961, as amended, or successor legislation.

TITLE IV

SEc. 401. Loans executed under this Act shall be for
periods not exceeding five years, but the President may in
his discretion extend such loans for an additional period of
not more than five years. They shall be made on the
condition that they may be terminated at an earlier date
iSf necessitated by the defense requirements of the United

tates.

SEc. 402, No sale or loan may be made under this Act
unless the Secretary of Defense, after consultation with
the Joint Chiefs of Staff, determines that such sale or loan
is in the best interest of the United States. The Secretary
of Defense shall keep the Congress currently advised of
all sales or loans made under authority of this Act.

SEc. 403. The President may promulgate such rules and
regulations as he deems necessary to carry out the provi-
sions of this Act.

SEc. 404. The authority of the President to sell or lend
naval vessels under this Act terminates on December 31,
1967,

Approved For Release 2003/10/15 : CIA-RDP67B00446R000500260001-8

NVO'T

TVAVN J0

SEIULNAOD NOIFYOL OL SIISSTA



